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HOUSE OF REPRESENTATIVES-Wednesday, September 24, 1986 
The House met at 11 a.m. 
The Chaplain, Rev. James David 

Ford, D.D., offered the following 
prayer: 

Almighty God, give us the will that 
we lose not the desire for the gifts of 
the spirit, kindness, and compassion. 
We recognize that our world is con
fused and our lives at times bewilder
ing and we can miss our capacity for 
love. May Your spirit encourage and 
renew our spirits that in spite of disap
pointments or lack of appreciation we 
will continue doing what You would 
have us do-seeking justice, loving 
mercy, and walking humbly with You. 
This we pray. Amen. 

THE JOURNAL 
The SPEAKER. The Chair has ex

amined the Journal of the last day's 
proceedings and announces to the 
House his approval thereof. 

Pursuant to clause 1, rule I, the 
Journal stands approved. 

MESSAGE FROM THE SENATE 
A message from the Senate by Mr. 

Hallen, one of its clerks, announced 
that the Senate disagrees to the 
amendments of the House to the bill 
<S. 2638) "An act to authorize appro
priations for military functions of the 
Department of Defense and to pre
scribe military personnel levels for 
such Department for fiscal year 1987, 
to revise and improve military com
pensation programs, to improve de
fense procurement procedures, to au
thorize certain construction at mili
tary installations for fiscal year 1987, 
to authorize appropriations for nation
al security programs of the Depart
ment of Energy for fiscal year 1987, 
and for other purposes," agrees to the 
conference asked by the House on the 
disagreeing votes of the two Houses 
thereon, and appoints Mr. GOLDWATER, 
Mr. THuRMOND, Mr. WARNER, Mr. HUM
PHREY, Mr. COHEN, Mr. QUAYLE, Mr. 
WILSON, Mr. DENTON, Mr. GRAMM, Mr. 
BROYHILL, Mr. NUNN, Mr. STENNIS, Mr. 
HART, Mr. EXON, Mr. LEVIN, Mr. KEN
NEDY, Mr. BINGAMAN, Mr. DIXON, and 
Mr. GLENN to be the conferees on the 
part of the Senate. 

The message also announced that 
the Secretary of the Senate be direct
ed to request the House to return to 
the Senate the bill <H.J. Res. 686) 
"Joint resolution to designate August 
12, 1986, as 'National Civil Rights 
Day'." 

AUTHORIZING RELEASE OF RE
STRICTIONS ON CERTAIN 
PROPERTY CONVEYED FOR 
AIRPORT PURPOSES 
Mr. MINETA. Mr. Speaker, I ask 

unanimous consent that the Commit
tee on Public Works and Transporta
tion be discharged from further con
sideration of the bill <H.R. 5379) to au
thorize the Secretary of Transporta
tion to release restrictions on the use 
of certain property conveyed to the 
Peninsula Airport Commission, Virgin
ia, for airport purposes, and ask for its 
immediate consideration. 

The Clerk read the title of the bill. 
The SPEAKER. Is there objection 

to the request of the gentleman from 
California? 

Mr. HAMMERSCHMIDT. Mr. 
Speaker, reserving the right to object, 
I shall not object, but under my reser
vation I yield to the distinguished 
chairman of the Aviation Subcommit
tee, the gentleman from California 
[Mr. MINETAJ, for an explanation of 
his request. 

Mr. MINETA. Mr. Speaker, H.R. 
5379, which is sponsored by our col
league from Virginia, Mr. BATEMAN, 
would release the Newport News Air
port from a restriction in the deed of 
airport property from the Federal 
Government. The restriction requires 
that the land be used exclusively for 
airport purposes. A release from the 
restriction is needed to permit con
struction of a road to link a residential 
and commercial development adjacent 
to the airport to the main highway in 
the area. 

H.R. 5379 imposes two conditions on 
the release from the deed restriction. 
First, the airport must receive fair 
market value for the land conveyed, 
and, second, the proceeds from the 
sale of land must be used for airport 
purposes. These types of conditions 
have been imposed in most other legis
lation releasing airports from deed re
strictions. 

In addition to these conditions, we 
have received satisfactory assurances 
that the construction of the road will 
not interfere with operations at the 
airport. In these circumstances I see 
no reason why the release should not 
be granted and I urge my colleagues to 
support H.R. 5379. 

Mr. HAMMERSCHMIDT. Mr. 
Speaker, further reserving the right to 
object, I rise in support of this bill 
that would release the Peninsula Air
port at Newport News, VA, from cer
tain deed restrictions. 

It is my understanding that this 
action is needed to allow a develop-

ment company to obtain a right-of
way across airport property. Evidently, 
the developer is constructing several 
buildings on property it already owns 
and needs a right-of-way from the 
main road across airport property. 
This bill would allow the_ airport to 
provide that right-of-way. 

In the past, our committee has re
quired a deed restriction removal bill 
such as this one to meet two criteria. 
It has to ensure that the airport re
ceives fair market value for the prop
erty sold or leased. And the money re
ceived for the property must be used 
for airport purposes. 

I am pleased to say that the bill 
before us today meets both of these 
criteria. Therefore, I support this bill 
and urge my colleagues to do the 
same. 

Mr. BATEMAN. Mr. Speaker, will 
the gentleman yield? 

Mr. HAMMERSCHMIDT. I yield to 
the gentleman from Virginia. 

Mr. BATEMAN. Mr. Speaker, I 
would like to thank the distinguished 
chairman of the committee, the gen
tleman from New Jersey [Mr. 
HowARD], the chairman of the sub
committee, the gentleman from Cali
fornia [Mr. MINETA], and the ranking 
minority members of the Public Works 
and Transportation Committee, the 
gentleman from Kentucky [Mr. 
SNYDER], and the gentleman from Ar
kansas [Mr. HAMMERSCHMIDT] for 
bringing this bill promptly to the 
floor. It is a matter of great impor
tance to my area. 

As stated by the distinguished gen
tleman from California [Mr. MINETA] 
this approval, while not allowing di
rectly an airport activity, is incredibly 
significant to the viability of this air
port. The Federal Aviation Adminis
tration has no objection to this con
gressional authorization of the convey
ance of the right of way, and I very 
much thank my colleagues for expe
diting and bringing this matter to the 
floor. 

Mr. HAMMERSCHMIDT. Mr. 
Speaker, I withdraw my reservation of 
objection. 

The SPEAKER. Is there objection 
to the request of the gentleman from 
California? 

There was no objection. 
The Clerk read the bill, as follows: 

H.R. 5379 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, That <a> 
notwithstanding section 16 of the Federal 
Airport Act <as in effect on May 14, 1947), 
the Secretary of Tra,nsportation is author-
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ized, subject to section 4 of the Act of Octo
ber 1, 1949 <50 U.S.C. App. 1622c> and sub
section <b> of this section, to grant releases 
from any of the terms, conditions, reserva
tions, and restrictions contained in the deed 
of conveyance dated May 14, 1947, under 
which the United States conveyed certain 
property in Newport News, and York 
County, Virginia, to the Peninsula Airport 
Commission for airport purposes. 

<b> Any release granted by the Secretary 
of Transportation under subsection <a> of 
this section shall be subject to the following 
conditions: 

< 1 > The Peninsula Airport Commission 
shall agree that in leasing or conveying any 
interest in the property which the United 
States conveyed to such Commission by the 
deed described in subsection <a>. the Com
mission will receive an amount for such in
terest which is equal to the fair lease value 
or the fair market value, as the case may be 
<as determined pursuant to regulations 
issued by the Secretary). 

<2> Any amount so received by the Penin
sula Airport Commission shall be used by 
the Commission for the development, im
provement, operation, or maintenance of a 
public airport. 

The bill was ordered to be engrossed 
and read a third time, was read the 
third time, and passed, and a motion 
to reconsider was laid on the table. 

GENERAL LEAVE 
Mr. MINETA. Mr. Speaker, I ask 

unanimous consent that all Members 
may have 5legislative days in which to 
revise and extend their remarks on the 
bill just passed. 

The SPEAKER. Is there objection 
to the request of the gentleman from 
California? 

There was no objection. 

THE WOMEN POW'S 
(Mr. MONTGOMERY asked and 

was given permission to address the 
House for 1 minute and to revise and 
extend his remarks.) 

Mr. MONTGOMERY. Mr. Speaker, 
tens of thousands of our military serv
ice personnel have been held as prison
ers of war during this century in con
flicts around the world. Many Ameri
cans remain unaware of a special 
group among this number. 

It is my great privilege today to 
remind my colleagues of the coura
geous deeds of these too often over
looked and forgotten former POW's-1 
speak of the Army and Navy nurses 
who became captives of the Japanese 
during World War II and one Army 
nurse who was a POW in Germany. 

When Pearl Harbor was bombed in 
December 1941, 105 Army and Navy 
nurses were serving in the Philippines 
and on Guam. They remained on the 
islands, risking their lives and their 
freedom in order to provide nursing 
care to wounded U.S. soldiers, sailors, 
and civilians. Most became prisoners 
of war for periods ranging from 6 
months to almost 4 years. 

Held in internment camps in the 
Philippines and in prisons in Japan, 
they suffered through the harshest of 
conditions, including malnutrition and 
disease. Even in the face of tremen
dous adversity and with very limited 
resources, they continued to care for 
their fellow POW's. 

Six of these former POW's from 
across the country are in Washington 
today and on Capitol Hill for a series 
of tributes in their honor. I think it 
only fitting that we offer our grati
tude to these American female heroes 
for their courage, for their sacrifices, 
for their endurance, and for their de
votion to this country. I wish these ex
prisoners of war a wonderful day in 
our Nation's Capital. They are a 
source of great inspiration and pride 
for all who desire and enjoy freedom. 

Mr. Speaker, these and all former 
POW's have some very understanding 
friends in the Congress. That this 
great body appreciates their experi
ences is evidenced by the benefit pack
age developed to address their health 
care concerns and to compensate them 
for disabilities they suffered as a 
result of captivity. We are proud of 
our former POW's, and we can be 
justly proud of our record of providing 
essential programs for them. 

THE MAD DASH TO 
ADJOURNMENT 

<Mr. PORTER asked and was given 
permission to address the House for 1 
minute and to revise and extend his 
remarks.) 

Mr. PORTER. Mr. Speaker, its 
showtime. Time for the mad dash to 
adjournment. In 2 or 3 weeks, we will 
carry another $200 billion deficit 
across the finish line. 

Today, we slam through a reconcilia
tion bill with a sticker price of $15 bil
lion in savings. But at best its really 
worth a fraction of that amount, 
maybe $6 billion. 

Tomorrow we slam through the 
CR-not just any CR, but the biggest 
one ever, with all 13 appropriations 
bills and a slew of unauthorized funds 
attached. And this CR is several bil
lion over the generous allocation per
mitted in the phony numbers budget 
resolution. 

Then, undoubtedly we will table the 
sequester resolution and pretend that 
we met the Gramm-Rudman target. 
Then we'll passs the tax reform bill, 
maybe the Superfund bill. We'll up 
the debt ceiling, and then we'll go 
home. 

In our wake, Mr. Speaker, will be 
still another $200 billion gift to our 
children-a testament to the disgrace
ful and continuing failure of the great
est deliberative body in the world to 
address the real crisis of our times. 

NEW LEGISLATION WOULD 
MAKE COURT-ORDERED RESTI
TUTION A NONDISCHARGEA
BLE DEBT 
<Mrs. SCHROEDER asked and was 

given permission to address the House 
for 1 minute and to revise and extend 
her remarks.) 

Mrs. SCHROEDER. Mr. Speaker, 
first of all, I would like to congratulate 
the gentleman from Mississippi [Mr. 
MONTGOMERY] for pointing OUt the dis
tinguished careers of these women 
who had been POW's. 

But the real reason I am taking the 
well this morning, Mr. Speaker, is that 
today I am introducing legislation to 
amend the Federal Bankruptcy Code 
that will make it harder to shirk court
ordered restitution payments. 

The Willful Injury and Drunk Driv
ing Act of 1986 will amend the U.S. 
Bankruptcy Code to include court-or
dered restitution as a nondischargea
ble debt in chapter 13 bankruptcies. 
When Congress amended the Bank
ruptcy Code's chapter 7 statutes, it ne
glected to do the same for chapter 13. 

This difference creates gross inequi
ties in court decisions. Courts have 
ruled that under chapter 13 defend
ants are not liable for debts as a result 
of damage awards from convictions 
such as drunk driving or rape, because 
the law does not specifically list court
ordered restitution as a nondischar
geable debt. 

I can't believe Congress meant to 
create this loophole in chapter 13. 
Convicted drunk drivers or rapists 
should not be let off the hook and 
avoid paying restitution that was or
dered by the court. Join me in making 
sure that chapter 13 is the Bankruptcy 
Code is not a haven for convicted of
fenders. 

0 1110 

CONTRA AID DOES NOT BELONG 
IN THE CONTINUING RESOLU
TION 
<Mr. LAGOMARSINO asked and 

was given permission to address the 
House for 1 minute and to revise and 
extend his remarks.) 

Mr. LAGOMARSINO. Mr. Speaker, 
we are today confronted with a situa
tion, which we were recently promised, 
would not occur. The Democratic lead
ership of this House gave us their 
word that action and negotiation on 
Contra aid appropriations would be 
honest and straightforward. That is 
something we Republicans understand 
and appreciate. 

What we do not understand is their 
current machinations. It now appears 
that they do not intend to abide by 
the support the Contra aid bill re
ceived in both Houses. 

If the Democratic leadership gets 
their way, they will put Contra aid ap-
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propriations on the continuing resolu
tion [CRJ. Because the CR is so flawed 
the President will undoubtedly veto it. 
The Democrats believe they can stall 
the President's animosity toward the 
CR by placing the much needed 
Contra aid dollars on the very bill 
President Reagan has vowed to kill. 
The Democrats have never wanted to 
assist the freedom fighters in Nicara
gua. 

This is all nonsense. The Contra aid 
debate has already taken place. Its 
merits have been batted back and 
forth for hours, and the issue has been 
settled. Thousands of freedom-seeking 
Nicaraguans are counting on our sense 
of responsibility. 

Failure to pass this bill will have 
critically deleterious effects on the sit
uation in Nicaragua. A return to totali
tarian rule of the Nicaraguan people 
will be inevitable. Suppression of the 
free press, churches, minority groups, 
labor unions, and the social fabric 
itself will escalate. It will be an unmis
takable sign to the Sandinista dicta
torship: The United States does not 
now, or will it in the future, support 
the true desires of the Nicaraguan 
masses. Daniel Ortega, comrade of 
Fidel Castro, will then move quickly to 
consolidate his revolution. 

Furthermore, failure to pass this bill 
will have worse implications through
out the hemisphere. It would send a 
sign to our neighbors that we no 
longer choose to exercise leadership in 
this hemisphere, our hemisphere. It 
will be a tacit admission that the 
Cuban Government is more interested, 
effective, and active in our hemi
sphere. And it will allow, by default, 
the growth of a situation in our own 
backyard that we may never again be 
in a position to stop. 

Mr. Speaker, I urge all Members 
who have a sense of responsibility and 
moral fiber, to remain true to their 
original vote. I ask all members to bar 
this effort to place Contra aid appro
priations on the continuing resolution. 

TAX REFORM: A TRUST 
BETRAYED? 

<Mr. MARLENEE asked and was 
given permission to address the House 
for 1 minute and to revise and extend 
his remarks.) 

Mr. MARLENEE. Mr. Speaker, how 
many of my colleagues would have 
supported the breakup of the telecom
munications industry? I believe the 
answer would be none. 

Yet right now we have a number of 
Congressmen who will have to accept 
the responsibility for the breakup of a 
tax system, a system that generated 
investments, that generated job cre
ation, that generated the incentive for 
providing for people's own retirement. 

There is no action, no action that 
elicits more anger than a trust be
trayed. Make no mistake about it, by 

passing so-called tax reform, we are 
betraying agriculture, we are betray
ing small business, we are betraying 
those who would provide for their own 
retirement, we are betraying the prop
erty owner. 

Like the breakup of the telephone 
industry, once it is done there will be 
no fixing it. I just hope that we are 
not breaking up the American dream. 

I urge my colleagues to vote against 
the so-called tax reform. 

ENSURING QUICK ESTABLISH
MENT OF A NATIONAL ORGAN 
REGISTRY 
<Mr. FLORIO asked and was given 

permission to address the House for 1 
minute and to revise and extend his 
remarks.) 

Mr. FLORIO. Mr. Speaker, today I 
am introducing legislation which 
would require hospitals to establish 
protocols for organ procurement and 
to establish national standards for the 
110 organ procurement agencies in 
this country. On September 10, Sena
tor GoRE introduced similar legislation 
in that body, cosponsored by Senators 
MITCHELL, HEINZ, and KENNEDY. 

Two years ago many of us envisioned 
a fully functioning national organ reg
istry in place by this time as a result 
of the enactment of the National 
Organ Transplant Act of 1984. In
stead, we have seen our hopes for the 
quick establishment of the national 
network included with a vast study of 
the ethical and moral implications of 
large scale organ transplantation. 

Although the conferees working on 
the National Organ Transplant Act in
structed that implementation of the 
National Registry not be tied to this 
study, the Department of Health and 
Human Services tied its creation to 
the results of this study. Only within 
the past few weeks has that study 
been completed. And only now will the 
National Organ Registry move toward 
reality. 

There is a tiny child today, a little 
girl, virtually living at Children's Hos
pital in Philadelphia. Her name is Ju
lianne McLaughlin. She is a very sick 
little girl. She is 17 months old and is 
in need of a liver transplant. 

My bill would force the Department 
of Health and Human Services to 
move quickly toward the establish
ment of a National Registry. 

Mr. Speaker, if we are to give chil
dren like Julianne McLaughlin and 
hundreds of thousands of other Amer
icans a real chance of saving their lives 
through organ transplants we have to 
do one thing. We have to make sure 
that each person in need has access to 
all of the potential donor lists in the 
country and that they are provided 
with those organs by strict order of 
need and not by other considerations. 

CROSSING THE WIRES AT THE 
TRAFFIC LIGHTS 

<Mr. DANNEMEYER asked and was 
given permission to address the House 
for 1 minute and to revise and extend 
his remarks.) 

Mr. DANNEMEYER. Mr. Speaker, 
our trade deficit has reached a record 
of $18 billion on a monthly basis. As 
this Member has been urging the 
House, the policy of dollar deprecia
tion is counterproductive and danger
ous. Not only will it fail to redress our 
trade balance, but it may make the 
deficit worse. 

A depreciating currency crosses the 
wires at the traffic lights. It gives the 
green signal to importers, telling them 
to accelerate before it is too late, while 
sending the red signal to exporters 
telling them to decelerate. Indeed, im~ 
porters can increase their profits by 
accelerating imports because if they 
wait longer, the same amount of im
ports will cost them more dollars. Ex
porters can increase their profits by 
slowing down the repatriation of their 
receipts because if they wait longer, 
their foreign earnings will convert into 
more dollars. 

Now that our dollar has lost 50 per
cent of its value in terms of the yen, 
thanks to the efforts of our Treasury 
Department, we have to ship twice as 
much to Japan in payment for the 
same amount of imports as a year ear
lier. Our terms of trade vis-a-vis much 
of the world has worsened in the same 
proportion. 

Are the dollar debasers contrite, and 
do they admit that they have erred? 
Far from it: They are getting ready to 
step up their efforts to beat down the 
foreign exchange value of the dollar 
even more. 

Mr. Speaker, the policy of dollar 
degradation is insane, and it invites 
disaster. The alleged benefits of a 
weak and depreciating dollar are a 
myth. There is no substitute for a 
strong and stable dollar, one based on 
a fixed metallic standard. 

NATIONAL BURN AWARENESSS 
WEEK 

<Mr. HUTTO asked and was given 
permission to address the House for 1 
minute and to revise and extend his 
remarks.) 

Mr. HUTTO. Mr. Speaker, yesterday 
I introduced, along with my distin
guished colleague Mr. PEPPER, a reso
lution designating the week of Febru
ary 9, 1987, as "National Burn Aware
ness Week." 

Burn injuries continue to be one of 
the leading causes of death in the 
United States, which has the worst 
burn problem of any industralized 
nation in the world. Of the 2 million 
people who are the unfortunate vic
tims of burn injuries each year, 70,000 
are hospitalized and another 12,000 
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die. Even more tragic is the fact that 
children, the elderly and the disabled 
represent a majority of bum victims, 
with a death rate five times that of 
any other group. 

Each year millions of dollars are 
spent trying to remedy the effects of 
bums and bum-related incidents. 
However, studies have proved that ap
proximately 75 percent of all bums 
could be prevented if Americans were 
properly educated in bum prevention 
methods. This resolution provides for 
a public awareness program designed 
to familiarize the public with these 
techniques. 

I ask my colleagues to support this 
resolution by cosponsoring "National 
Bum Awareness Week." Let this be 
another step in the effort to eradicate 
unnecessary bum injuries that exact 
such a tremendous toll of human life, 
suffering, disability, and financial loss 
in our country. 

WORLD TRADE AGENDA SET IN 
URUGUAY 

<Mr. ALEXANDER asked and was 
given permission to address the House 
for 1 minute and to revise and extend 
his remarks.> 

Mr. ALEXANDER. Mr. Speaker, to 
most Americans discussing interna
tional trade is about as interesting as 
watching paint dry. However, the 
trade talks which just concluded last 
week in Uruguay may be an exception 
because an agenda was set for debate 
among member nations to the General 
Agreements on Tariffs and Trade 
[GATTl that will rewrite the rules for 
world trade over the next several 
years. It is uncertain now, but our lives 
will surely be affected by the decisions 
made there. 

Much of the income of my State of 
Arkansas, from sales of products, 
comes from international trade. Thus, 
the economic futures of towns with 
names like Osceola, Piggott, Jones
boro, and Gillett depend upon the out
come of the world trade talks. 

Over the next decade our Nation's 
economy will move ever more rapidly 
from a local-national competition to a 
national-international economy. What 
was once a dull issue is brightened by 
the importance of the trade talks as 
we watch the value of our products 
and goods decided at the international 
bargaining table. 

My congratulations to Ambassador 
Clayton Yeutter, who represented the 
United States at the talks, for includ
ing agriculture on the agenda and for 
a job well done. During the last 5 
years we have seen the importance of 
agricultural sales as the merchandise 
trade deficit has increased to $160 bil-
lion in part because of the decline of 
agricultural sales. 

As soon as the agenda is made avail
able I will attempt to secure copies for 
all Members of Congress. 

0 1120 
THREE-YEAR RECOVERY RULE 
<Mr. HOYER asked and was given 

permission to address the House for 1 
minute and to revise and extend his 
remarks.) 

Mr. HOYER. Mr. Speaker, the con
ference report on the tax bill which is 
before this House contains over 350 
transition rules which provide over $10 
billion in tax breaks to almost every 
interest group under the Sun. 

Three hundred and sixty million dol
lars in construction projects including 
the Merrill Lynch skyscraper, have 
been exempted for one Senator. 

The steel industry has received over 
$520 million in exemptions which 
allows them to retain the investment 
tax credit for an additional 15 years. 

The tax report provides for a 10-per
cent excise tax on money withdrawn 
from any corporate pension fund. 
Phillips Petroleum, which is planning 
to reallocate $1 billion from its pen
sion fund has received an exemption 
from this provision, at a cost to the 
Treasury of $100 million. 

Mr. Speaker, these are just a small 
sampling of exemptions crammed into 
this report. And I do not mean to 
judge whether they are good or bad. I 
do mean to point them out so that this 
country's 12 million police officers, 
teachers, firemen, and local govern
ment workers; and our fighting mtm 
and women; and our 3 million Federal 
workers; all of whom contribute to 
their retirement, will know just where 
they stand. 

They are the only group to suffer a 
retroactive attack on their personal 
income. The newly retired Customs 
drug enforcement officer on average 
will have to pay an additional $2,500 in 
taxes in the first year alone as a result 
of this conference agreement. In the 
meantime, Phillips Petroleum will get 
a $100 million tax break. Something is 
wrong here. And it is wrong for 20 mil
lion average Americans. 

Let's send this bill back to confer
ence to remove this unfair retroactive 
provision. 

STALEMATE BETWEEN USX AND 
THE UNITED STEELWORKERS 
OF AMERICA-NEGOTIATIONS 
MUST RESUME 
<Mr. VISCLOSKY asked and was 

given permission to address the House 
for 1 minute and to revise and extend 
his remarks.) 

Mr. VISCLOSKY. Mr. Speaker, 
today marks the 55th day of the shut
down of USX's steel operations. 

For 55 days the communities in 
which USX facilities remain have been 
savaged. Gary, IN-the very name 
evokes thoughts of steel-is a case in 
point. 

Gary and its surrounding environs 
are losing $808,000 daily in payroll. 

Further, revenues for local communi
ties have declined, small businesses 
struggle and the hardship on families 
is unremitting. 

I acknowledge that sharp and funda
mental differences between labor and 
management exist, including over the 
issue of contracting out. Nevertheless, 
this issue and others have been suc
cessfully resolved in other steel negoti
ations. 

I also appreciate the concern of both 
parties about creating false expecta
tions by simply resuming negotiations 
for the sake of appearances. However, 
expectations will never be met, and 
progress never made, if the talks 
remain suspended. Public disappoint
ment over unmet expectations is a risk 
we must all take. 

I, therefore, again, for the fourth 
time, call on David M. Roderick and 
Lynn R. Williams to jointly avail 
themselves of the services of the Fed
eral Mediation and Conciliation Serv
ice in order to facilitate meaningful 
negotiations so that all can work 
again. 

TAX BILL WILL HAVE SEVERE 
CONSEQUENCES IN THE LONG 
RUN 
<Mr. HUBBARD asked and was 

given permission to address the House 
for 1 minute and to revise and extend 
his remarks.) 

Mr. HUBBARD. Mr. Speaker, this 
morning's news includes: 

President Reagan, acknowledging that 
final congressional approval of tax revision 
is not assured, yesterday stepped up the 
pressure on reluctant House Members to ap
prove the package when it comes to the 
floor, possibly Thursday. 

One reason supporters of the Ros
tenkowski-Packwood, 925-page tax 
overhaul bill are concerned they do 
not have the votes to pass this major 
tax bill is that a growing number of 
House Members are hearing from 
their constituents who oppose many 
portions of the tax bill. 

One House Member from central · 
Michigan is quoted today as saying his 
constituents' telephone calls are 10 to 
1 against the tax bill. 

The results of the tax bill, if passed, 
will be a worsening of our economy 
and an adding to our staggering Feder
al debt. 

I predict 1 year from today those 
who vote against this tax bill will be 
those who can proudly say they are 
not responsible for the bill's severe 
consequences to our Nation's economy 
and the increasing Federal debt. 

UPDATE ON THE TWA STRIKE 
<Mr. SLATTERY asked and was 

given permission to address the House 
for 1 minute and to revise and extend 
his remarks.) 
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Mr. SLATTERY. Mr. Speaker, it has 

now been 5 months ago since 6,500 
members of the International Federa
tion of Flight Attendants struck TWA; 
5,000 of them are still unemployed. 
TWA has partially replaced them with 
about 2,000 novice flight attendants, 
who have gone through far less train
ing than the veteran IFF A members. 

The FAA approved TWA's cutting 
the flight attendants' training period 
from 5 weeks to 18 days. The FAA also 
approved TWA's cutting the in-air 
training time for flight attendants to 
21f2 hours, below even the legal mini
mum specified by Federal regulations. 
Seven hundred safety violations by 
TWA were filed with the FAA during 
the 2 months of the attendants' strike. 
There were two emergency evacu
ations. But the FAA found no discrep
ancies. 

Mr. Speaker, the FAA is entrusted to 
protect the public. Labor-management 
problems can result in unnecessary 
safety risks to airline passengers. The 
FAA should justify its handling of this 
matter. And TWA should negotiate in 
good faith with the flight attendants. 

IMMIGRATION REFORM IS AS 
VITAL TO THE COUNTRY AS 
TAX REFORM 
<Mr. LUNGREN asked and was given 

permission to address the House for 1 
minute and to revise and extend his 
remarks.> 

Mr. LUNGREN. Mr. Speaker, we 
have heard a lot of talk on both sides 
of the aisle about the upcoming tax 
reform bill. A lot of it has been criti
cism, some suggesting or heralding the 
day it is going to be here. 

Obviously, most Members feel we 
are going to have a vote on that. 
Whether they feel they are for it or 
against it, they want to make their 
own feelings known. 

I just wonder why we are not hear
ing as much about immigration. Immi
gration is something that is as vital to 
the country as tax reform. Immigra
tion is a problem which has plagued 
this country for too long a period of 
time. Immigration is a situation that is 
getting worse and worse and worse as 
we sit here and talk in the Halls of the 
Congress. 

We are now apprehending, in the 
San Diego area alone, one illegal alien 
every 30 seconds. Those are the people 
that we are fortunate enough to catch. 

Many others, perhaps two to four 
successful illegal entries, are made for 
every apprehension that we have. 

We only have less than 2 weeks left 
in this Congress. It is my hope that we 
might deal with immigration by that 
time. 
If we do not deal with it by that 

time, the American people will hold us 
accountable, and in fact, Mr. Speaker, 
they ought to hold us accountable. 

EASE INTEREST RATES FOR 
INDEBTED FARMERS 

<Mr. WORTLEY asked and was 
given permission to address the House 
for 1 minute and to revise and extend 
his remarks.> 

Mr. WORTLEY. Mr. Speaker, the 
sky isn't falling, but interest rates sure 
are. Home mortgages are again in the 
single digits and the automobile com
panies are offering financing as low as 
2.4 percent. 

But many of our hard-pressed farm
ers are not enjoying the decreased 
costs of borrowing money. Today, 
farmers who borrow from the Farm 
Credit System banks are finding that 
interest rates are neither competitive 
nor reasonable. 

I find this situation shocking. At a 
time when farmers are facing decreas
ing land values and depressed com
modity prices, having to borrow 
money at excessive rates is equivalent 
to being hit when you're already 
down. 

I believe Congress should stand by 
the farmers, and I have joined with 
the chairman of the Agriculture Sub
committee on Credit in introducing 
legislation that will ensure that farm
ers have access to loans at competitive 
and reasonable interest rates. The bill 
would take the authority to set inter
est rates for Farm Credit System 
banks away from the Washington reg
ulators and give it to the farmer-elect
ed boards of directors of the banks. 

It makes little economic sense to 
keep System rates at noncompetitive 
levels. This will only drive out the 
most financially secure borrowers re
ducing the size and quality of the Sys
tem's loan portfolio. More important
ly, it makes no sense to shoulder strug
gling farmers with high interest rates 
that don't reflect the rest of the 
market. I urge my colleagues to con
sider and approve this legislation. 

MESSAGE FROM THE SENATE 
The SPEAKER pro tempore laid 

before the House the following mes
sage from the Senate: 

Ordered, That the Secretary of the Senate 
be directed to request the House of Repre
sentatives to return to the Senate the bill 
<H.J. Res. 686> entitled "Joint resolution to 
designate August 12, 1986, as 'National Civil 
Rights Day'.". 

The SPEAKER pro tempore. With
out objection, the request of the 
Senate is agreed to. 

There was no objection. 

RESIGNATION AS CONFEREE 
AND APPOINTMENT OF CON
FEREE ON S. 2638, DEPART
MENT OF DEFENSE AUTHORI
ZATION ACT, 1987 
Mr. NICHOLS. Mr. Speaker, I ask 

unanimous consent that, with respect 
to the Senate bill <S. 2638), the gentle-

man from Colorado [Mr. KRAMER] 
may be excused from further service 
as an exclusive conferee, solely for the 
consideration of title IX of division A 
of the Senate bill and sections 213, 
1025, 1026, 1048, and title IX of divi
sion A of the House amendment, and 
that the Speaker may be authorized to 
appoint an additional exclusive confer
ee, solely for the consideration of title 
IX of division A of the Senate bill and 
sections 213, 1025, 1026, 1048, and title 
IX of division A of the House amend
ment. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentleman from Alabama? The Chair 
hears none and, without objection, ap
points the following conferee to fill 
the existing vacancy: Mr. DAVIS. 

There was no objection. 
The SPEAKER pro tempore. The 

Clerk will notify the Senate of the 
change in conferee. 

PROVIDING FOR CONSIDER-
ATION OF H.R. 5300, OMNIBUS 
BUDGET RECONCILATION ACT 
OF 1986 
Mr. DERRICK. Mr. Speaker, by di

rection of the Committee on Rules, I 
call up House Resolution 558 and ask 
for its immediate consideration. 

The Clerk read the resolution, as fol
lows: 

H. REs. 558 
Resolved, That at any time after the adop

tion of this resolution the Speaker may, 
pursuant to clause 1<b> of rule XXIII, de
clare the House resolved into the Commit
tee of the Whole House on the State of the 
Union for the consideration of the bill <H.R. 
5300) to provide for reconciliation pursuant 
to section 2 of the concurrent resolution on 
the budget for fiscal year 1987, and the first 
reading of the bill shall be dispensed with. 
All points of order against the bill and 
against its consideration are hereby waived. 
After general debate, which shall be con
fined to the bill and shall continue not to 
exceed 3 hours, to be equally divided and 
controlled by the chairman and ranking mi
nority member of the Committee on the 
Budget, the bill shall be considered as 
having been read for amendment under the 
5-minute rule. The first group of amend
ments printed in the report of the Commit
tee on Rules on this resolution shall be con
sidered as having been adopted in the House 
and in the Committee of the Whole, subject 
to amendments made in order by the follow
ing sentence. No other amendment to the 
bill shall be in order except the second 
group of amendments printed in the report 
of the Committee on Rules on this resolu
tion, said amendments shall be considered 
only in the order listed, and if offered by 
the Member indicated or his designee, in 
said report, said amendments shall not be 
subject to amendment or to a demand for a 
division of the question in the House or in 
the Committee of the Whole, each of said 
amendments shall be debatable for not to 
exceed the time indicated in the report of 
the Committee on Rules on this resolution, 
to be equally divided and controlled by the 
proponent of the amendment and a Member 
opposed thereto, and all points of order 
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against said amendments are hereby waived. 
At the conclusion of the consideration of 
the bill for amendment, the Committee 
shall rise and report the bill to the House 
with such amendments as may have been 
adopted, and the previous question shall be 
considered as ordered on the bill and 
amendments thereto to final passage with
out intervening motion except one motion 
to recommit, which may not contain in
structions. If section 3003 of the bill <incor
porating the text of H.R. 1 >. as inserted by 
the first group of amendments printed in 
the report of the Committee on Rules on 
this resolution, is not stricken during the 
consideration of the bill, the clerk shall, in 
the engrossment of the bill H.R. 5300, strike 
section 3003 and insert in lieu thereof a new 
section 3003 containing the actual text of 
the bill H.R. 1 as passed by the House, with 
appropriate correction of section numbers, 
punctuation marks, and cross references. 

The SPEAKER pro tempore <Mr. 
NATCHER). The gentleman from South 
Carolina [Mr. DERRICK] is recognized 
for 1 hour. 

Mr. DERRICK. Mr. Speaker, for 
purposes of debate only, I yield the 
customary 30 minutes to the gentle
man from Ohio [Mr. LATTA], pending 
which I yield myself such time as I 
may consume. 

Mr. Speaker, House Resolution 558 
is a modified closed rule providing for 
consideration of one of the most im
perative pieces of budget related legis
lation that we must consider before 
the adjournment of this Congress: 
H.R. 5300, the Omnibus Budget Rec
onciliation Act of 1986. 

This rule provides for 3 hours of 
general debate on the reconciliation 
bill and waives all points of order 
against consideration of the bill and 
against the bill. Finally, the rule pro
vides for the disposition of some nine 
separate amendments either by op
eration of the rule or by making in 
order amendments by specific Mem
bers on specific issues. 

All of the amendments made in 
order under this rule are printed in 
the report on the rule. The first group 
of amendments so listed includes those 
amendments which shall be considered 
to be adopted upon adoption of the 
rule. Three of these amendments add 
language to the text of H.R. 5300, and 
four amendments strike certain 
narrow provisions in H.R. 5300. 

Included in the three amendments 
which add provisions to the bill upon 
adoption of the rule are the Budget 
Committee perfecting amendment and 
a Ways and Means Committee substi
tute. Together, Mr. Speaker, these two 
amendments represent the results of 
successful bipartisan House and 
Senate efforts to put together a pack
age of additional savings to ensure 
that this reconciliation bill will 
achieve sufficient savings to meet the 
fiscal year 1987 Gramm-Rudman-Hol
lings deficit target. Together, these 
provisions will achieve more than $15 
billion in fiscal year 1987 deficit reduc
tion when scored against the Gramm-

Rudman-Hollings baseline. These pro
visions are the heart of this reconcilia
tion bill. 

The third amendment adding lan
guage to the bill is a technical amend
ment requested by the Ways and 
Means Committee. This amendment 
refines the provisions dealing with 
State health insurance risk pools. 

Mr. Speaker, in contrast with the 
amendments I have just discussed, 
which add all of the new package of 
savings to the reconciliation bill, this 
first group of amendments also in
cludes amendments which strike lan
guage in the bill. At the outset, Mr. 
Speaker, I would note that each of the 
matters stricken from the reconcilia
tion bill by operation of this rule ad
dress narrow issues, are provisions 
which would not reduce the deficit, 
and are all in fact extraneous to the 
reconciliation process. 

The matters stricken upon adoption 
of this rule include the following: 

Provisions in the Agriculture Com
mittee title granting the Department 
of Agriculture authority to reduce the 
frequency of inspections in meat proc
essing plants; 

Provisions in the Merchant Marine 
and Fisheries Committee title dealing 
with the national defense reserve 
fleet; 

Provisions in the Public Works Com
mittee title calling for an Army Corps 
of Engineers study for a hydroelectric 
dam project in California; and 

Provisions in the Public Works Com
mittee title which have the effect of 
moving several transportation-related 
trust funds off budget. 

Again, Mr. Speaker, I would note 
that in the case of each matter strick
en by operation of this rule, the issues 
were extraneous to reconciliation, and 
subject to significant controversy and/ 
or claims of jurisdiction by more than 
one committee of the House of Repre
sentatives. 

The fourth amendment which 
strikes provisions upon adoption of 
the rule has been the source of some 
controversy over the last couple years. 
The provisions in question have the 
effect of taking the highway trust 
fund, the airport and airway trust 
fund and the inland waterways trust 
fund out of the unified budget. Put 
another way, Mr. Speaker, these trust 
funds are moved off budget by these 
provisions. 

As the record of debate on this issue 
will detail, Mr. Speaker, this Member 
appreciates the concerns expressed by 
our colleagues who oversee these trust 
funds. However, the removal of these 
items from the budget or their exemp
tion from Gramm-Rudman-Hollings 
serves only to undermine our overall 
budget balancing objectives. Following 
the recommendations of the chairman 
of the Committee on the Budget, Mr. 
Speaker, the Rules Committee opted 

to delete these provisions by operation 
of the rule. 

In addition to the seven amend
ments I have just discussed, which are 
all deemed to be adopted upon adop
tion of this rule, Mr. Speaker, this rule 
also makes in order a second group of 
two amendments which are made in 
order during consideration of the bill 
for amendment. 

The first of these two amendments 
is an amendment by Representative 
RoDINO, of New Jersey, the distin
guished chairman of the Committee 
on the Judiciary. The Rodino amend
ment is not amendable and is debata
ble for up to 30 minutes, equally divid
ed by Mr. RoDINO and a Member op
posed thereto. The Rodino amend
ment would strike provisions in the 
Merchant Marine and Fisheries Com
mittee title of the bill which amend 
the Ship Mortgage Act. Since the pro
visions may have the effect of amend
ing the Bankruptcy Code, which is 
within the jurisdiction of the Judici
ary Committee, this amendment was 
made in order. 

The other amendment in this second 
group is an amendment by Represent
ative WYLIE, the ranking minority 
member on the Committee on Bank
ing, Finance and Urban Affairs, or his 
designee. The Wylie amendment is not 
amendable and is debatable for up to 
30 minutes, equally divided by the pro
ponent of the amendment and a 
member opposed thereto. The Wylie 
amendment would strike from the bill 
the text of H.R. 1, the Housing Act of 
1986, which was passed by this Cham
ber earlier this year. Mr. Speaker, the 
housing bill is brought into reconcilia
tion as part of the Budget Committee 
perfecting amendment which is adopt
ed upon adoption of this rule. Because 
of the controversy over adding an au
thorization measure of this size to rec
onciliation, this amendment is made in 
order so the membership of the House 
can have an up-or-down vote on the 
propriety of including a housing au
thorization bill in reconciliation. 

Finally, Mr. Speaker, the rule pro
vides that after the bill has been con
sidered for amendment and it is re
ported back to the House, no interven
ing motion to final passage, other than 
a motion to recommit, without instruc
tions, shall be in order. 

Mr. Speaker, the Budget Committee 
started off this budget year more than 
8 months ago committed to meeting 
the Gramm-Rudman-Hollings deficit 
target and avoiding the imposition of 
the mindless and crippling cuts of a 
Gramm-Rudman-Hollings sequestra
tion order. We adopted a budget reso
lution that met the target of $144 bil
lion and started work on the reconcili
ation package that would implement 
that budget. The Budget Committee 
reported H.R. 5300, the Omnibus 
Budget Reconciliation Act of 1986, in 
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July, but it soon became apparent that 
because of less favorable economic 
conditions than anticipated and be
cause of the Gramm-Rudman-Hollings 
scorekeeping rules, the savings con
tained in that bill would not be suffi
cient to avoid sequestration. So the 
Budget Committee redoubled its ef
forts. Since Congress returned from 
the August recess, we have engaged in 
a continuous effort to put together a 
package of additional savings. Demo
crats and Republicans worked togeth
er in this effort. House Members 
worked with Members of the other 
body, and Members of both bodies 
worked with the administration. 

The end result is the deficit reduc
tion package that this rule would 
make in order. It is a package which 
has bipartisan and bicameral support 
on the essentials, although there are 
still some details on which there are 
differences which must be worked out 
in conference. It is a package which we 
believe the administration will be able 
to support when all is said and done. 
But most importantly, it is a package, 
which, if it is signed into law, will 
reduce the deficit below the $154 bil
lion level which would trigger the 
whole sequester process. 

This package will reduce the deficit 
by $15.1 billion in fiscal year 1987. It is 
comprised of provisions within the ju
risdiction of 12 House committees. I 
will not take the time to describe the 
provisions now, as that will be covered 
during general debate on the bill. I do, 
however, want to express my apprecia
tion to all of the committees involved 
for the cooperation that they gave in 
putting together this package under 
extremely difficult circumstances and 
in a short amount of time. I also want 
to point out the tremendous job that 
was done by the chairman of the 
Budget Committee, BILL ORA Y. and 
the ranking minority member of the 
Budget Committee, ·Mr. LATTA, in 
making sure that we have a package 
that can be enacted before the seques
tration deadline and that will reduce 
the deficit below the sequestration 
trigger level. 

Finally, Mr. Speaker, I just want to 
point out that all of the work that has 
been done on the budget this year, all 
of the pain that has been required in 
cutting programs that are near and 
dear to our hearts, will be for naught 
if we do not enact this reconciliation 
bill. The clock is ticking. On October 6 
CBO and OMB will issue the second 
and final report on the deficit situa
tion. If we have not enacted this bill 
by that time, they will certainly esti
mate that the deficit exceeds the 
Gramm-Rudman target by at least $20 
billion. We will then be faced with a 
vote to either order a sequestration of 
more than $20 billion or defeat the se
questration order and go home in 
shame because we were totally unable 
to live up to the pledge we took last 

year to reduce the deficit. There is no 
real choice. There will be no second 
chance. We have to adopt this recon
ciliation package today. I urge the 
adoption of this rule so we can get on 
with doing so. 

0 1135 
Mr. LATTA. Mr. Speaker, I yield 

myself such time as I may consume. 
Mr. Speaker, I am not going to take 

the time of the House to go over the 
various items that have already been 
mentioned by the gentleman from 
South Carolina, but I do that to em
phasize that this is a must piece of leg
islation, unless we are going to have 
sequestration. And I have not talked 
to too many of my colleagues who 
want to see that happen. 

We are right up against a deadline, 
so we have to pass this rule, and then 
we are going to have to pass the bill. 

I might also point out, as I see the 
chairman of the Budget Committee 
over there, that this is a bipartisan 
effort to try to get something passed 
in this Congress, even though I am not 
totally in agreement with what is con
tained in the reconciliation bill. I 
would have much preferred to have 
seen some meaningful reductions in 
expenditures rather than the asset 
sales and the user -fees that we find 
contained in the reconciliation bill. 

But coming to the rule itself, I sup
port this rule. It is a 3-hour rule for 
general debate, followed by only two 
motions to strike, and each debatable 
for only 30 minutes. Thus, the debate 
time is going to be a total of 4 hours. 
And even if recorded votes are de
manded on the motions to strike, the 
entire consideration of this mammoth 
bill cannot take much longer than 5 
hours after the rule is adopted. 

Mr. Speaker, the procedure em
bodied herein represents, as I men
tined earlier, a bipartisan effort. Upon 
the adoption of this rule-and I want 
to stress that-upon the adoption of 
this rule, the House will be deemed to 
have approved or added several provi
sions to the bill and also to have re
moved several others. 

0 1145 
There are four items which will be 

deemed to have been stricken from the 
text upon the adoption of the rule. 
They were pointed out by the gentle
man from South Carolina. 

First is the provision dealing with 
the Agricultural Meat Inspectors; 
second, a provision dealing with the 
National Defense Reserve Fleet; third, 
a provision providing for a study of a 
dam in California; and fourth, a provi
sion which would have taken the 
transportation trust funds off budget 

We have had that debated several 
times and that will be stricken upon 
the adoption of this rule. In addition, 
Mr. Speaker, there are only two items 
which will be deemed to have been in-

corporated into the text of the bill 
upon the adoption of the rule. The 
two items added are, first, a Budget 
Committee perfecting amendment in
cluding Conrail and a Ways and Means 
substitute for title X, and, second, a 
Ways and Means Committee technical 
amendment. 

Mr. Speaker, the House will have an 
opportunity to vote on two motions to 
strike, and that is all. The first motion 
to strike may be offered by the gentle
man from New Jersey [Mr. RoDINO]. It 
would strike the bankruptcy provi
sions in the Merchant Marine and 
Fisheries title. The second motion to 
strike could be offered by the gentle
man from Ohio [Mr. WILEY] or his 
designee. It would be a motion to 
strike the provisions of H.R. 1, the 
Housing Act, which has been added to 
this bill. 

I might digress for just a moment to 
once again point out to the Members 
of the House it was not the Budget 
Committee that came up with these 
various changes that are incorporated 
in this bill. Under the act, the Budget 
Committee merely has a ministerial 
job to do of taking the recommenda
tions made by the various committees 
and putting them together. Then we 
went to the Rules Committee with 
that package, and the Rules Commit
tee has made certain recommendations 
that we have already pointed out. 

Mr. Speaker, the rule is almost as 
notable for what it does not allow as 
for what it allows. The rule does not 
allow any amendments to the Conrail 
sale provisions. It does not allow an 
amendment to raise the gasoline tax, 
for example, or to increase cigarette 
taxes. 

Mr. Speaker, the time has come 
when we must take some action on 
budget reconciliation if we are to avoid 
the across-the-board cuts under 
Gramm-Rudman. Certainly this is not 
the rule I would have preferred, had I 
had the votes in the committee to 
craft it otherwise. Nor is the bill itself 
that we will be debating, the reconcili
ation bill, the bill I would have pre
ferred had I had the votes to have 
crafted that reconciliation bill the way 
I wanted it. 

I did not have the votes. We had to 
work with the Senate, and I might say 
at this juncture that what we bring to 
this House today has the assurance 
from OMB that we will meet the num
bers required to prevent sequestration. 

We had with us during our negotia
tions Mr. Miller from OMB who 
agreed to the numbers that we will be 
presenting later on in the reconcilia
tion bill. So have no fear of sequestra
tion if we pass this legislation. 

Mr. Speaker, as I say, the effort here 
is a compromise effort and it is possi
ble to do the things that I have out
lined if we adopt this rule and then 
pass the bill. 
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Mr. Speaker, I yield 5 minutes to the 

gentleman from Pennsylvania [Mr. 
WALKER]. 

Mr. WALKER. I thank the gentle
man for yielding me this time. 

Mr. Speaker, I think we ought to un
derstand as a body that what we are 
really doing in adopting this rule is 
saying that we are going to put all of 
this material into the reconciliation 
bill. Now I do not know how many 
Members of the House have really 
read this report and know what it is 
we are doing, but I doubt that it is 
very many because this particular 
report has only been available on the 
House floor for about a half hour. 
When I got mine a few minutes ago, 
the pages were still warm from it 
coming off the copying machine. I 
sure hope we did not burn up a copy
ing machine as a part of the whole 
process as well, but one thing I am as
sured of is nobody really knows what 
it is we are doing out here right now. 
We are doing some awfully interesting 
things. 

Mr. Speaker. we are adopting a 
closed rule which says if you take all 
of this you adopt it out here without 
even having a chance to amend it. It 
seems to me that at the very least if 
we are going to bring some package 
like this to the floor, there ought to be 
an opportunity for Members to work 
their will on it, but that is not going to 
happen. 

We are basically being given a take
it-or-leave-it proposition here and we 
are being told that you have got to do 
it to keep sequestration from taking 
place. Sequestration was supposed to 
be a discipline on us. We were sup
posed to be disciplining ourselves to 
cut spending. There is absolutely 
nothing in what we are doing here 
that is going to cut any spending. I say 
we ought to leave this process because 
it is a total phony. 

We are told we have got $15 billion 
in savings in this bill. That is a com
plete phony. my friends. This is, as 
one of the Members in the other body 
described it, "A complete smoke and 
mirrors operation; you cannot see the 
mirrors for all the smoke." That is ex
actly right because what we are doing 
is we are selling off national assets and 
we are claiming that as savings. We 
are doing what is probably the equiva
lent, as one of the staff members on 
our side put it, of saying that we are 
going to accept as money coming into 
the Government money that is 
"thrown over the transom late at 
night." Most of what we have in here 
is just completely unacceptable. 

In going through the bill, I found 
one interesting little item for instance. 
Back here in the bill we have a little 
item about revenue sharing. What do I 
find out we are doing in the revenue 
sharing area? Well, we are transfer
ring deficit from next year back to 
this year as though the deficit accu-

mulated this year does not have any 
meaning to us any more, we will just 
transfer it back. We go from October 1 
back to September 30. It is still add-on 
deficit as though what the accumula
tion of deficit overall is not what we 
are really all about. It is a total phony. 
Mandrake the Magician would be 
proud of this bill. 

What we have done is we have re
duced the deficit in the process here 
with no reductions at all in spending. 
That is a great trick but it is totally all 
illusion. I say we ought to reject this 
rule, we ought to reject the reconcilia
tion bill that it brings to us. Both 
make a mockery of the whole process 
of deficit reduction. 

This is not budget reconciliation; 
this is not a budget reconciliation 
process. This is a congressional abdica
tion process. We are just walking away 
from our obligations to get spending 
under control. We are actually bring
ing before us a bill that is called a 
"budget reconciliation bill" where we 
were supposed to achieve spending 
savings and it actually increases 
spending. 

The bill we will have before us has 
user fee increases in it. It sells off na
tional assets, but when you get to 
spending, it actually increases spend
ing by about $1.8 billion. 

If you like political charades. if you 
like political phoniness at its worst, 
you will like this process and you will 
like the bills we are about to consider. 
If you want to vote for real deficit re
duction, you ought to vote "no" and 
reject this process. 

The gentleman from South Carolina 
said in his remarks, "If we do not go 
through with this process we have the 
likelihood that we will go home in 
shame." I would suggest that if we 
adopt this process we should be 
ashamed, but we probably will not be. 

Mr. DERRICK. Mr. Speaker, I yield 
2 minutes to the gentleman from 
Texas [Mr. BROOKS]. 

Mr. BROOKS. I thank the gentle
man for yielding me this time. 

Mr. Speaker, the rule before us con
tains a provision which will speedup 
fourth quarter general revenue shar
ing payments by 5 days so that they 
will be counted against this year's out
lays rather than next year's outlays. 
The apparent purpose of this move is 
to load that $680 million on top of this 
year's $230 billion deficit in order to 
make it appear that we are getting 
closer to next year's Gramm-Rudman 
deficit target. This is gimmickry of the 
worst kind and, it is going to cost the 
American taxpayer at least a half mil~ 
lion dollars. 

General revenue sharing has always 
been financed with borrowed dollars. 
It has already added $83 billion to the 
Federal debt in the past 14 years. By 
speeding up this one payment the Fed
eral Government is going to have to 
start paying the interest on that $680 

million before it would otherwise have 
to. The cost for borrowing this money 
5 days early will be $500,000 to 
$600,000. 

Some might say that this is only a 
drop in the bucket-but I submit that 
it is not an insignificant drop in the 
bucket-especially when the fact is 
that we are unnecessarily spending 
money in a desperate effort to create 
the illusion that we are reducing Fed
eral expenditures. 

Is this what Congress had in mind 
when it passed the Deficit Reduction 
Act? Isn't it ironic that we are wasting 
a half a million dollars trying to fool 
the taxpayer into believing that we 
are getting the deficit down, when in 
fact we are actually increasing it? I 
suspect that the American taxpayer 
will not be fooled for long. 

D 1155 
Mr. DERRICK. Mr. Speaker, for 

purposes of debate only, I yield 6 min
utes to the gentleman from Pennsylva
nia [Mr. GRAY], the distinguished 
chairman of the Committee on the 
Budget. 

Mr. GRAY of Pennsylvania. Mr. 
Speaker, I rise in support of the rule 
for consideration of H.R. 5300, the 
Omnibus Budget Reconciliation Act of 
1986. 

Adoption of this rule will enable us 
to complete the reconciliation process 
quickly. I appreciate the accommoda
tions made by the Committee on Rules 
in honoring my request on behalf of 
the Committee on the Budget in put
ting this rule together. 

By making in order the perfecting 
amendment of the Committee on the 
Budget, this rule recognizes the ef
forts of both the majority and minori
ty to achieve a compromise which will 
serve to reduce the Federal deficit in a 
manner which will avoid sequestration 
in fiscal year 1987. 

I would like to describe, Mr. Speak
er, how this package evolved. First of 
all, in August, when the snapshot was 
taken, it was believed that the average 
for 1987 was $164 billion. Thus, there 
was a need for a $10-billion deficit re
duction package so that we could avoid 
sequestration and get down under the 
threshold. 

That sequestration in August was 
believed to be about $19 billion, which 
would result in about $9 billion in 
outlay reductions in national security 
and $9 billion in domestic programs. It 
was believed at that time that we 
could put together a $10-billion deficit 
reduction package made up primarily 
of the 1987 budget, including some 
revenues of about the same size as the 
President's. However, when we re
turned in September, it became clear 
that a $10 billion package would not 
do the job and avoid sequestration. 

We also found that there was a 
mood here on Capitol Hill that there 
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were those who were not prepared to 
make deep cuts in spending, nor were 
they prepared to make decisions with 
regard to raising revenues. Thus, what 
we were faced with was a situation 
that was compounded by three reali
ties: 

First, sequestration was no longer 
$19 billion, but it was $24 billion in 
outlays; and therefore, we had to get 
to the threshold by October 1, to avoid 
sequestration of $12 billion in defense 
spending, $12 billion in domestic and 
outlays, which is about $50 billion in 
budget authority. 

Second, we were faced with the 
problem that we must have Presiden
tial support and the signature of the 
President in order for it to become law 
before October 1. The President has 
made it very clear that he would not 
support cuts in spending in Pentagon 
programs or foreign assistance, nor 
would he support revenues even of the 
magnitude in his own budget submit
ted to the Congress for fiscal year 
1987. 

Third, the other problem we faced 
was the clear fact that we only had a 
limited number of legislative days in 
which to come up with a package large 
enough to reduce the deficit within a 
very narrow time frame of about 15 
legislative days. 

What we did was to put together a 
package on the House side, and I 
might add, bipartisanly. I must com
mend the gentleman from Ohio [Mr. 
LATTA] and the Members of the minor
ity side who worked to put together 
this package. 

What we came up with was a pack
age that consists primarily of asset 
sales, user fees, as well as some 
changes in accounting procedures, as 
pointed out by the gentleman from 
Pennsylvania [Mr. WALKER]. But it 
was done within the context of the 
three realities we faced. 

I want to commend the gentleman 
from Ohio [Mr. LATTA], who went to 
the other body, shared it with them; 
and as a result, the other body came 
and asked us to work bicamerally to
gether on a bipartisan package, includ
ing the White House. 

As a result, with White House repre
sentation, bipartisan leadership of 
both the other body and the House, 
we worked for several hours and came 
up with an agreed $13 billion worth of 
deficit reduction, which could be 
signed off on by the administration in 
order for us to avoid sequestration. 

This package before you today rep
resents the best effort in light of those 
three circumstances. Would this Chair 
prefer something else? Yes, but we did 
not have the time nor do we have the 
Presidential support in order to imple
ment something else. 

The President says, "Take it all out 
of domestic! Do not touch foreign as
sistance! Do not touch the Pentagon!" 
Everyone here knows that this body is 

not going to vote to cut $15 billion out 
of domestic spending. 

So, why are we going to sit here and 
talk about being prepared to make 
spending reductions when the only 
spending reduction that the adminis
tration will sign off on is a domestic 
one? There are no votes on that side of 
the aisle, for that! There are no votes 
on this side of the aisle for that! Cer
tainly 40 days, or so, before an election 
are we going to vote to cut $15 billion 
spending-you know it, and I know it. 
So, this represents probably the best 
effort. It is not, perhaps, what I would 
like. It is temporary. It gets us under 
the threshold of $154 billion. It does 
not address the long-term problem of 
structural changes in order to bring 
the deficits down, but I say to my col
leagues, support the rule. Support this 
reconciliation package. It is the best, 
considering the three realities that we 
face. 

Again, I would like to thank the 
members of the Committee on the 
Budget, and particularly the minority 
side. While the package before us may 
not be ideal and may not be the ideal 
response to this Nation's deficit prob
lem, it does answer our present need. 

Failure to act now runs a much 
higher risk. 

Mr. LATTA. Mr. Speaker, I yield 6 
minutes to the gentleman from Massa
chusetts [Mr. CoNTE]. 

Mr. CONTE. Mr. Speaker, I rise to 
express my disappointment and 
dismay that the Rules Committee did 
not make in order my amendment to 
authorize the imposition of Coast 
Guard user fees on recreational boat
ers. I think that the House should 
have had an opportunity to vote this 
issue up or down. But most particular
ly, I think we are missing a good bet in 
our efforts to plug the sea of red ink 
in which our ship of state is sinking. 

Mr. Speaker, as the press across this 
country have editorialized for weeks, 
we are using every possible blue smoke 
and mirror mechanism available to us 
in order to avoid a Gramm-Rudman
Hollings sequestration. If we were 
honest with ourselves, and with each 
other, we would have to admit that a 
good part of the alleged savings in this 
reconciliation bill are imaginary. Oh, 
they may look good on paper. And 
maybe some of them will even stand 
up to the Congressional Budget Of
fice's analysis. But when we get 
around to finally auditing the books, 
those savings aren't going to appear. 
And we will be in even worse shape 
next year, when we try to meet the 
even more stringent 1988 deficit 
target. 

The crying shame here, Mr. Speaker, 
is that we could-and should-be col
lecting about $100 million a year in 
Coast Guard user fees from recre
ational boaters who use U.S. water
ways. Every year, the Coast Guard 
spends well over $150 million a year 

providing nonemergency search and 
rescue services and aids to navigation 
to recreational boaters. And that's just 
the operating cost-it doesn't even 
begin to count in the cost of all the 
helicopters, patrol boats, cutters, 
Falcon jets, C-130's, radars, communi
cations equipment, and other re
sources that the Coast Guard brings 
to bear when a boater gets into trou
ble. 

What we are talking about is an $18-
a-year fee, about one-third the cost of 
a new pair of deck shoes. This fee, 
which would raise about $100 million, 
would be desposited directly into the 
Coast Guard's operating expense ac
count, and be available only to provide 
search and rescue services in non
emergency situations, plus aids to 
navigation for recreational boaters. 
What could be more fair? 

The boaters complain that they al
ready pay various fees and taxes. And 
of course they do, just like everyone 
else in this country. 

But the best analogy is to motorists. 
We all pay a Federal tax on gasoline, 
that goes into the Highway Trust 
Fund. But when a car breaks down, we 
don't look to the Federal Government 
to tow it in. We either belong to the 
Triple-A, or to one of the other auto 
clubs, or we accept the inevitability of 
being gouged by some unscrupulous 
tow truck driver who takes advantage 
of motorists in trouble. 

Now, my informal survey shows that 
people are paying more than $18 a 
year to belong to those auto clubs. 
And I can't understand why boaters 
insist on getting a free ride from the 
General Treasury. This $18-a-year fee 
would ensure the continuation of 
these essential Coast Guard services. 
It's an insurance policy. And it's one 
that should have been paid for a long 
time ago. 

Mr. Speaker, at a time when we are 
talking about percentage cuts in pro
grams like maternal and child health, 
education, Medicare, higher education, 
and programs for the elderly and 
handicapped, I have a difficult time 
explaining why 234 million Americans 
should pay for all-that's 100 per
cent-of the cost of providing Coast 
Guard services for some 6 million rec
reational boaters who may run out of 
gas on a Sunday afternoon. 

Let's keep on towing-but it 
shouldn't be a free ride. 

0 1205 
Mr. DERRICK. Mr. Speaker, for 

purposes of debate only, I yield 3 min
utes to the gentleman from Texas 
[Mr. STENHOLM]. 

Mr. STENHOLM. Mr. Speaker, I rise 
in opposition to this rule this morning. 

My reason is that I, too, have a diffi
cult time understanding the decision 
that the Rules Committee made in 
striking the meat inspection improve-
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ment bill from this legislation. This 
was an act that had the unanimous 
support of the House Agriculture 
Committee. We have a letter and I 
have a letter before me to the chair
man, signed by the chairman and the 
ranking Member of the House Agricul
ture Committee. 

The OMB and CBO have both 
agreed that this bill saves $1 million a 
year the first year, $4 million the 
second, and then $14 million a year 
into perpetuity. 

It is my understanding this is a rec
onciliation bill, and in reconciliation, 
we should be looking at spending cuts. 

I want to associate myself with the 
chairman, the gentleman from Penn
sylvania [Mr. GRAY], in total. The gen
tleman is right on the mark in what 
he said. 

I am here today to ask my colleagues 
in the House to vote down the rule 
and send it back to the Rules Commit
tee and let us have an opportunity to 
find $14 million in savings and make 
some needed improvement to the Meat 
Inspection Act. 

I would like to ask either the gentle
man from South Carolina or the gen
tleman from Ohio if they could en
lighten me as to why, in a reconcilia
tion bill, they turned down a spending 
reduction bill that has come from the 
House Agriculture Committee, pre
sented to the Rules Committee; no ob
jection, in fact supported by the 
Budget Committee, but unilaterally it 
was decided to strike that savings. 
Could somebody enlighten me as to 
why? 

Mr. DERRICK. Mr. Speaker, will 
the gentleman yield? 

Mr. STENHOLM. I yield to the gen
tleman from South Carolina. 

Mr. DERRICK. Mr. Speaker, let me 
say this to the gentleman, that I per
sonally agree with the Meat Inspec
tion Improvement Act. As to why it 
was deleted, it was a bipartisan act on 
the part of the Rules Committee. 

You know, from time to time in 
these reconciliation bills, we do have 
extraneous matters, and this is one. 

I questioned whether it belonged in 
the Reconciliation Act to begin with, 
whether that was the proper place for 
it; but be that as it may, it was a bipar
tisan act and that is the reason it was 
struck. 

Mr. STENHOLM. Mr. Speaker, I 
thank the gentleman for that enlight
enment. 

Mr. LATTA. Mr. Speaker, will the 
gentleman yield to me? 

Mr. STENHOLM. I am happy to 
yield to the gentleman from Ohio. 

Mr. LATTA. Mr. Speaker, let me say 
that I also was one of those individuals 
who supported the gentleman's posi
tion in the Rules Committee, but 
there just were not the votes there to 
do what the gentleman would like to 
have done. 

Mr. STENHOLM. It is another one 
of these things in which we have the 
overwhelming majority of the votes, 
but we seem not to have the votes to 
do it. 

Again, I close my plea to the House, 
I would agree that there is some merit 
as to what we ought to have in recon
ciliation and what we ought not to, 
but it would seem to me the fair way 
to have handled this question would 
have been to allow a vote, to allow the 
will of the House to be expressed as to 
whether this $14 million in cuts is one 
that we should have. 

Mr. DERRICK. Mr. Speaker, I have 
no further requests for time. 

Mr. LATTA. Mr. Speaker, I yield 2 
minutes to the gentleman from New 
Hampshire [Mr. GREGG]. 

Mr. GREGG. Mr. Speaker, I thank 
the gentleman from Ohio. 

I rise in opposition to this rule. 
I also rise in opposition to the recon

ciliation package. I believe the rule is 
inappropriate because of the amount 
of material which is put into the rec
onciliation package by passage of the 
rule. 

I believe the reconciliation package 
itself, as has been discussed here, is an 
obfuscation of reality. As have been 
noted, it is filled with smoke. In fact, it 
has so much smoke and fog within it 
that I should think we would issue ev
erybody in this House a fog light so 
that we do not bump into each other 
as we try to debate it this afternoon. 

As we look down the list of items 
which are alleged to be savings, you 
have a hard time finding anything 
that is really substantial and anything 
that is hard. One wonders how many 
times we can sell Conrail and how 
many budget resolutioi}S we are going 
to give credit for selling it and at what 
price we are going to level it out at. 

You have the additional IRS person
nel for raising $2.4 billion. That is a 
very questionable item as to whether 
or not we are going to raise that type 
of money from those additions. 

More importantly, we have this ac
counting change for the revenue-shar
ing issue, which is clearly an attempt 
to obfuscate reality and an attempt 
simply to avoid the issue of spending 
money. The revenue-sharing money is 
going to be spent. It is simply going to 
be credited to this year's deficit in
stead of next year's deficit. 

We are making a mistake, in my 
opinion, in rushing to try to attempt 
to avoid sequestration by passing 
something like this. It is a trip to fan
tasy island and it is in no way going to 
resolve the very serious budget prob
lems we have as a Congress. 

Mr. LATTA. Mr. Speaker, I yield 
myself 30 seconds. 

Since the gentleman who just spoke 
mentioned Conrail, this happens to be 
a part of the bill and in this bill are 
the provisions for the sale of Conrail. 
They have the authority now if this 

legislation passes to sell Conrail, 
which they have not had before. 

Mr. Speaker, I yield 3 minutes to the 
gentleman from Ohio [Mr. WYLIE]. 

Mr. WYLIE. Mr. Speaker, I thank 
the gentleman for yielding. 

I rise to make the point that this 
rule makes in order an amendment to 
be offered by the gentleman from 
Ohio [Mr. WYLIE] or his designee, to 
be debatable for not to exceed 30 min
utes, to be equally divided and con
trolled by the proponent of the 
amendment and a Member opposed 
thereto. 

Mr. Speaker, this is a historic 
moment in the history of the House in 
that I received a rule which I did not 
request or ask for. The provision 
which is in the rule today authorizes 
me to offer an amendment which 
would in effect allow me to strike the 
provisions of the Housing bill. 

Now, as I say, I am not sure how we 
got here, but I have decided not to do 
that, not to ask for such a rule, be
cause the House has worked its will on 
the housing bill. 

May I say that we had a good day in 
the Banking Committee yesterday, I 
believe. We passed a package providing 
for a FSLIC recap bill, a regulators' 
bill, a funds availability bill, and H.R. 
1. The funds availability bill and H.R. 
1 had already been passed by the 
House by a rather substantial margin. 

I have told the authors of the substi
tute, the gentleman from New York 
[Mr~ LAFALCE] and the gentleman 
from Georgia [Mr. BARNARD] and also 
the gentleman from Rhode Island 
[Mr. STGERMAIN] that I would not ask 
for an amendment or a rule which 
would provide for an amendment to 
strike the provisions of the housing 
bill. 

So when I came this morning to the 
floor, that was the first notice that I 
had that an amendment would be in 
order by me to strike the provisions of 
the Housing bill and I was somewhat 
surprised. 

What I wanted was the right to offer 
an amendment to meet the cap levels 
provided for in the budget for the 
housing programs. 

The Congressional Budget Office, in 
its scoring, says that the bill does not 
authorize any specific funding levels 
for most programs. Instead, it includes 
a general policy statement that all 
fiscal year 1986-87 authorizations 
must be capped at levels established in 
the budget resolution; however, some 
provisions are direct spending and 
have a cost. 

The committee estimates the overall 
cost implications of the bill are $470 
million in excess of the levels estab
lished by the budget resolution. 

I talked to the chairman of the 
Budget Committee, Mr. GRAY, a little 
earlier and he agrees with that assess
ment. 
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So what I would really like to do is 

to offer an amendment to the budget 
reconciliation bill today which would 
meet those cap levels and do exactly 
what the budget bill suggested that we 
do and also what H.R. 1 suggested we 
do. 

So, Mr. Speaker, what I would like 
to do is ask unanimous consent at this 
point that I be allowed to offer an 
amendment which would simply state: 

Provided, however, That the gentleman 
from Ohio [Mr. WYLIE] may in lieu of the 
amendment be permitted to offer the fol
lowing amendment-

And it would strike to period after 
section 303 and would say: 

Provided, however, That outlays associat
ed with H.R. 1 are hereby reduced by $470 
million in fiscal year 1987. 

As I say, that would meet the budget 
resolution targets. It would also be in 
line with H.R. 1, which we previously 
passed in this House. 

The SPEAKER pro tempore. The 
time of the gentleman from Ohio has 
expired. 

Mr. LATTA. Mr. Speaker, I yield 1 
additional minute to the gentleman. 

Mr. WYLIE. So, Mr. Speaker, I do 
ask unanimous consent that this reso
lution which we are considering now 
be amended to reflect what I wanted 
to do, since the Rules Committee 
made in order an amendment to be of
fered by the gentleman from Ohio 
[Mr. WYLIE], which is something I did 
not ask for. What I would request is to 
be allowed to offer the amendment 
which I really wanted to offer. 

Mr. LATTA. Mr. Speaker, will the 
gentleman yield to me? 

The SPEAKER pro tempore. Would 
the gentleman from Ohio [Mr. LATTA] 
like to object? 

Mr. LATTA. Mr. Speaker, I think 
the gentleman yielded to me. 

Mr. WYLIE. Mr. Speaker, I made a 
unanimous-consent request, but I 
would yield to the gentleman from 
Ohio. 

Mr. DERRICK. Reserving the right 
to object, Mr. Speaker, I yield to the 
gentleman from Massachusetts [Mr. 
FRANK]. 

Mr. FRANK. Mr. Speaker, I thank 
the gentleman for yielding. I would 
like to address, under his reservation, 
a question to the gentleman from 
Ohio. 

My understanding in discussing this 
with the staff who as usual are the ex
perts in the details of this is that the 
one specific provision that would 
clearly be stricken was one adopted by 
a majority in the House which would 
reduce the rents for people in housing 
from 30 to 25 percent, because that 
was the one thing I was told would be 
directly affected. 

Mr. WYLIE. Mr. Speaker, if the gen
tleman will yield, that is not correct. 

Mr. DERRICK. Mr. Speaker, reserv
ing the right to object, let me suggest 
that the gentleman is out of order. He 

has been yielded to for purposes of 
debate only; but further reserving the 
right to object, if I might suggest to 
the gentleman that I think a unani
mous-consent request might be looked 
on favorably at the time the gentle
man's amendment comes up under the 
bill itself; but I do make the point of 
order that the gentleman is out of 
order, that he has been yielded to for 
purposes of debate only. 

The SPEAKER pro tempore. Objec
tion is heard. 

The Chair recognizes the gentleman 
from Ohio [Mr. LATTA]. 

Mr. LATTA. Mr. Speaker, I yield 3 
minutes to the gentleman from Texas 
[Mr. BARTLETT]. 

D 1220 
Mr. BARTLETT. Mr. Speaker, the 

purpose of the reconciliation bill, as 
has been discussed, is to lower spend
ing so as to lower the deficit to come 
into compliance with the budget of 
the House. As has been discussed, and 
I will not elaborate on, this reconcilia
tion may well lower the deficit, but it 
does not have specific provisions to 
lower spending. In fact, it has specific 
provisions-and the gentleman from 
Ohio [Mr. WYLIE] is seeking to correct 
one of them-to increase spending in 
some very specific ways. 

One of those ways is the addition of 
H.R. 1, the Housing Act. Now I join 
with the gentleman from Ohio. I do 
not oppose necessarily putting H.R. 1 
into this bill, nor do I oppose H.R. 1 in 
the form in which it passed the House. 
But I do think that it is very, very fair 
for the House to be allowed to vote on 
whether or not we want to cap spend
ing in the housing bill, in H.R. 1, 
which is a part of this reconciliation 
package, at the fiscal year 1986 levels. 
I think that a majority of the mem
bers of the committee would want to 
do that and a majority of the Mem
bers of the House would want to do 
that. 

As I understand it, Mr. WYLIE has 
been given permission by the rule to 
offer an amendment to strike the en
tirety of H.R. 1. That is an amend
ment that he does not wish to make 
and did not seek the authority to 
make. He does have an amendment 
that would correct the $470 million 
problem that is in this bill. It can be 
fully debated. It would have an hour's 
worth of debate, and then the house 
can decide as to whether they would 
adopt the cap on authorizations that 
Mr. WYLIE would seek to put in. 

The amendment that Mr. WYLIE 
seeks to offer should be made in order 
because it is specific as to what the 
problem is. The gentleman from Ohio 
is the ranking member of the Banking 
Committee. He was given, as ranking 
member, the authority to offer an 
amendment, and he ought to be al
lowed to offer the amendment that he 
wants to offer, not the amendment 

that someone-we do not even know 
who it is-wants him to offer. He has 
talked, as I understand, with the 
chairman of the Committee on Rules, 
who had indicated that he sees no dif
ficulty with doing that, and thinks 
that it ought to be made in order. He 
has talked with the chairman of the 
Housing Subcommittee, the gentleman 
from Texas [Mr. GoNZALEZ], who sup
ports the spirit of that and has said 
that he has no objection to it being in 
order. 

I visited earlier with the chairman of 
the Committee on the Budget, the 
gentleman from Pennsylvania [Mr. 
GRAY], and he can speak for himself 
and I will yield to him for that pur
poses, but as I understand it, he would 
have no objection. I will just ask if the 
chairman would have any objection to 
Mr. WYLIE being allowed to offer this 
very specific amendment to a provi
sion that he is familiar with. 

Mr. GRAY of Pennsylvania. Mr. 
Speaker, will the gentleman yield? 

Mr. BARTLETT. I yield to the gen
tleman from Pennsylvania. 

Mr. GRAY of Pennsylvania. Mr. 
Speaker, I would just say to my distin
guished colleague that I would have 
no objection, but of course the juris
diction for a role or an amendment to 
a rule lies with the Committee on 
Rules. 

I would also point out to the gentle
man one of the things that we are 
going to be facing in conference on all 
of these issues; I would hope that the 
gentleman and any of his colleagues 
who have a similar concern would take 
this into their consideration of the 
rule. 

The SPEAKER pro tempore (Mr. 
NATCHER). The time of the gentleman 
from Texas [Mr. BARTLETT] has ex
pired. 

Mr. DERRICK. Mr. Speaker, I yield 
1 minute to the gentleman from Texas 
[Mr. BARTLETT]. 

Mr. GRAY of Pennsylvania. Mr. 
Speaker, will the gentleman yield? 

Mr. BARTLETT. I yield to the gen
tleman from Pennsylvania. 

Mr. GRAY of Pennsylvania. Mr. 
Speaker, let me just simply say that I 
would hope that the gentleman from 
Texas and all who are concerned 
about this and other issues will be re
mined of something very important, 
and that is that in the other body 
there is a provision that does not allow 
any conference report on reconcilia
tion to be considered that increases 
spending. So, therefore, one of the 
problems that we are going to face 
this year in reconciliation that we 
have not faced before is that the other 
body cannot recede to the House posi
tion because of that, and I think that 
it is going to take a lot of extraneous 
material out. 

Mr. BARTLETT. Would the gentle
man then support our cleaning up at 
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least this section of the bill here and 
then leaving the other items for con
ference? The gentleman is saying that 
in conference this spending is going to 
be reduced anyway, and the gentleman 
would support that as I understand his 
comments. 

Mr. LATTA. Mr. Speaker, I yield 1 
additional minute to the gentleman 
from Texas [Mr. BARTLETT]. 

Mr. WYLIE. Mr. Speaker, will the 
gentleman yield? 

Mr. BARTLETT. I yield to the gen
tleman from Ohio. 

PARLIAMENTARY INQUIRY 

Mr. WYLIE. Mr. Speaker, I have a 
parliamentary inquiry. 

The SPEAKER pro tempore. The 
gentleman will state it. 

Mr. WYLIE. Mr. Speaker, the gen
tleman from South Carolina [Mr. DER
RICK] indicated that he did not really 
have objection to my unanimous-con
sent request to make this comply \Vith 
the budget resolution, which is really 
what I wanted to do, but felt that the 
unanimous-consent request to change 
the amendment should be made when 
we go into Committee and are consid
ering the resolution. I do not believe 
that I can do it at that time, that I 
have to make the unanimous-consent 
request while the House is in session. 

The SPEAKER pro tempore. [Mr. 
N ATCHER]. The Chair advises the gen
tleman from Ohio [Mr. WYLIE] that 
he can make that request after the 
rule is adopted and before we go into 
the Committee of the Whole. 

Mr. BARTLETT. Mr. Speaker, do I 
understand that the parliamentary in
quiry did not come out of the con
trolled time? 

The SPEAKER pro tempore. [Mr. 
NATCHER]. The time is taken out of the 
gentleman's time. 

Mr. BARTLETT. Mr. Speaker, I 
urge, unless this is resolved, at least in 
this issue, and I think that the Com
mittee on Rules has wrestled with the 
rule, but I do urge a "no" vote on the 
rule unless the rule is changed-and 
there seems to be agreement to change 
it, but we cannot quite get to the point 
of doing it-to permit at least this one 
amendment that would specifically 
reduce or eliminate the increase in 
spending that is provided in the recon
ciliation bill. We ought to send it back 
to the Rules Committee; 

Mr. LATTA. Mr. Speaker, I yield 2 
minutes to the gentleman from Cali
fornia [Mr. LUNGREN]. 

Mr. LUNGREN. Mr. Speaker, I un
derstand the difficulty that the Com
mittee on Rules has in coming up with 
a very complicated rule dealing with 
this proposition. However, I do think 
that this whole question about resur
recting revenue sharing in this way 
ought to be observed. Many of us have 
been talking with our local communi
ties . . We have told them that revenue 
sharing is dead, that there is no 
chance. Now it has risen again. I guess 

this is Easter Sunday for some of 
those people. 

You just wonder after a while why 
we are doing this sort of thing. I sup
pose we might refer to this as "legisla
tive backstroke." We just take what is 
supposed to be next year and we put it 
in this year's budget, which suggests 
to me that we can get rid of the deficit 
for next year. If someone would allow 
me to have an amendment to take the 
Federal budget for defense for next 
year and put it into this year's budget, 
we can get rid of the deficit for next 
year. 

Now that just brings up the question 
as to how we are going to spend this 
$680 million between today, the 24th 
of September, and the 30th of Septem
ber, but I guess where there is a will, 
there is a way. 

Two weeks ago or 3 weeks ago, we 
had a very worthy bill on the floor, an 
antidrug bill. I was concerned that we 
went overboard in terms of money. I 
wondered what the next precedent 
was going to be. Last week, Corrie 
Aquino came and gave a magnificent 
speech, for which she received a $200 
million honorarium. But now we top 
that. In what I would consider to be, 
as I say, legislative backstroke, we are 
now going to create $680 million out of 
whole cloth. It is not going to count 
against the deficit for next year be
cause we put it in this year's budget, 
which only lasts for 6 more days. 

I do not know how you get interest 
payments here. Maybe what we are 
doing is trying to create another re
verse rally on Wall Street. If we put 
enough money from next year's 
budget into this year's budget, per
haps we could lose 200 points on the 
Dow Jones averages before the week is 
out and we could go home and face 
our constituents. 

I understand that the Rules Com
mittee was up against it in this one, 
but it just seems to me that this is the 
wrong way to legislate. It is legislative 
sleight-of-hand at the least that we 
adopt a rule, · and in adopting the rule, 
we just take a small, paltry $680 mil
lion for next year, put it into this year, 
and we do not have to worry about it. I 
hope that we vote the rule down. 

Mr. LATTA. Mr. Speaker, I have no 
further requests for time. 

Mr. DERRICK. Mr. Speaker, for the 
purpose of debate only, I yield 3 min
utes to the gentleman from California 
[Mr. ANDERSON]. 

Mr. ANDERSON. Mr. Speaker, I rise 
in opposition to the rule providing for 
the consideration of H.R. 5300, the 
Omnibus Budget Reconciliation Act of 
1986. As reported from committee, the 
reconciliation bill included a provision 
taking the transportation trust funds 
off budget. Adoption of this rule will 
wipe out that provision. 

This rule prevents the full House 
from working its will on an issue that, 
albeit controversial, is critical to this 

Nation's transportation infrastructure. 
Despite the fact that we knew the 
Rules Committee was going to report a 
modified closed rule on this bill, we 
were expecting them to make in order 
an amendment to strike our provision. 
But never did we imagine the report
ing of a self-actuating rule that denies 
the House the opportunity to even 
consider the issue. 

Mr. Speaker, the Rules Committee 
took this action despite strong indica
tions that this House, were it to have 
the opportunity to consider the issue, 
might support our effort to take the 
trust funds out of the unified budget. 
If we look at the record, we see that a 
similar vote last year was extremely 
close. In fact the provision to take the 
trust funds off budget would have 
passed with a swing of a mere nine 
votes. Last month, a swing of 22 votes 
would have carried a similar provision 
although at that time the motion 
under which our provision was being 
considered allowed for only very limit
ed debate on the matter. Perhaps if we 
had been allowed today to debate this 
important issue, the House would have 
concluded that the trust funds should 
be removed from the unified budget, 
as is the case in the reconciliation bill 
for the Medicare hospital insurance 
trust fund. Unfortunately, we will 
never know because we have been si
lenced by the rule. 

I think at the very least the Mem
bers have a right to know what has 
been lost by deleting this provision 
before they have had time to consider 
it. The transportation trust funds, 
which are derived solely from user 
fees, are by law allowed to fund only 
eligible transportation projects. Sur
pluses in the funds cannot be used to 
finance other programs, so do not 
lower the general budget deficit. Of 
course, these surpluses have been used 
to make our horrible budget deficits 
appear smaller. But since these sur
pluses do not decrease the real deficit, 
using them in this way merely de
ceives the American public and makes 
a mockery of the budget process and 
those of us who are concerned with 
the horrendous deficit that is con
fronting this country. 

Mr. Speaker, the transportation 
trust funds cannot be used to lower 
the budget deficit. Nevertheless, in at
tempts to make it appear so, artificial 
ceilings are applied to the obligation 
of these funds. These result in the 
backlog of huge sums of money, 
money paid into the trust funds by 
transportation users and levied by the 
Government, this Congress, with the 
promise that their user fees would be 
used for improved transportation. 
Now, these unused and untouchable 
funds sit year after year while our Na
tion's infrastructure crumbles and 
long-awaited new projects languish, all 
so that we can deceive the public into 
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believing that the deficit is smaller 
than we know it to be. 

Mr. Speaker, the reconciliation proc
ess provides that funding committees 
submit their reconciliation provisions 
to the Budget Committee, which then 
takes these provisions to the floor. 
The self -actuating rule recommended 
by the Rules Committee perverts that 
process and denies to the Public 
Works Committee the ability to have 
the House even focus on the commit
tee position, let alone adopt it. 

Mr. Speaker, it has been less than 24 
hours since the Rules Committee re
ported this rule. Obviously, any orga
nized attempt to defeat the rule in 
such a timeframe would have been 
futile. But let the record show how 
disappointed I am, as one who believes 
so strongly in the trust fund mecha
nism, in the action our Rules Commit
tee has chosen to take in refusing to 
allow this provision to even be consid
ered. 

This is a gag rule, and I strongly 
oppose it. 

0 1230 
PARLIAMENTARY INQUIRY 

Mr. WALKER. Mr. Speaker, I have a 
parliamentary inquiry. 

The SPEAKER pro tempore [Mr. 
NATCHER]. The gentleman will state 
his parliamentary inquiry. 

Mr. WALKER. Mr. Speaker, the 
gentleman from Pennsylvania wishes 
to ascertain how the gentleman from 
Ohio [Mr. WYLIE] might be able to 
make his amendment in order. 

The SPEAKER pro tempore. The 
Chair would like to advise the gentle
man that that request would be in 
order after the rule is adopted and 
before we go into the Committee of 
the Whole. At that time that request 
is in order. 

Mr. WALKER. Is the gentleman 
from Pennsylvania also correct that 
the committee could offer a committee 
amendment to this particular rule 
that would, in fact, offer the gentle
man from Ohio a chance to offer the 
amendment which he had originally 
hoped would be given to him? 

The SPEAKER pro tempore. The 
Chair would like to advise the gentle
man from Pennsylvania that that 
would be up to the manager of the 
rule at this time. 

Mr. WALKER. A further parliamen
tary inquiry Mr. Speaker: The gentle
man from Pennsylvania does under
stand that. But that is an option 
which is available at this juncture, is 
that correct? 

The SPEAKER pro tempore. The 
gentleman is correct. 

Mr. WALKER. Furthermore, it is 
possible for the House to defeat the 
previous question, and thereby give 
the gentleman from Ohio a chance to 
offer an amendment which would then 
make his amendment to the reconcilia-

tion bill in order too; is that not cor
rect? 

The SPEAKER pro tempore. The 
Chair would like to advise the gentle
man that an appropriate amendment 
to the rule might be in order. 

Mr. WALKER. If the previous ques
tion were defeated; is that correct? 

The SPEAKER pro tempore. The 
gentleman is correct. 

Mr. WALKER. I thank the Chair. 
Mr. WYLIE. Mr. Speaker, I have a 

unanimous-consent request. 
The SPEAKER pro tempore. Does 

the gentleman from South Carolina 
[Mr. DERRICK] yield to the gentleman 
from Ohio for a unanimous-consent 
request? 

Mr. DERRICK. Not at this time, Mr. 
Speaker. 

Mr. Speaker, I move the previous 
question on the resolution. 

The SPEAKER pro tempore. The 
question is on ordering the previous 
question. 

The question was taken; and the · 
Speaker pro tempore announced that 
the noes appeared to have it. 

Mr. DERRICK. Mr. Speaker, I 
object to the vote on the ground that 
a quorum is not present and make the 
point of order that a quorum is not 
present. 

The SPEAKER pro tempore. Evi
dently a quorum is not present. 

The Sergeant at Arms will notify 
absent Members. 

The vote was taken by electronic 
device, and there were-yeas 216, nays 
196, not voting 20, as follows: 

Abercrombie 
Ackerman 
Akaka 
Alexander 
Andrews 
Annunzio 
Anthony 
Applegate 
Asp in 
Atkins 
AuCoin 
Barnes 
Bates 
Bedell 
Beilenson 
Bennett 
Bevill 
Boggs 
Boner<TN> 
Bonior <MD 
Bonker 
Borski 
Bosco 
Boucher 
Boxer 
Brooks 
Brown <CA> 
Bruce 
Bryant 
Bustamante 
Carper 
Carr 
Chapman 
Chappell 
Clay 
Coelho 
Coleman <TX> 
Collins 
Cooper 
Coyne 
Crockett 

CRoll No. 4061 
YEAS-216 

Daniel 
Daschle 
de la Garza 
Dellums 
Derrick 
Dicks 
Dingell 
Dixon 
Donnelly 
Dorgan <ND> 
Dowdy 
Downey 
Durbin 
Dwyer 
Dymally 
Eckart <OH> 
Edgar 
Edwards <CA> 
Erdreich 
Evans <IL> 
Fascell 
Fazio 
Feighan 
Flippo 
Florio 
Foglietta 
Foley 
Ford <MD 
Ford <TN> 
Frank 
Frost 
Fuqua 
Garcia 
Gaydos 
Gejdenson 
Gephardt 
Gibbons 
Glickman 
Gonzalez 
Gordon 
Gray <IL> 

Gray <PA> 
Guarini 
Hall <OH> 
Hamilton 
Hatcher 
Hawkins 
Hayes 
Hefner 
Hertel 
Hoyer 
Jenkins 
Jones <NC> 
Jones<TN> 
Kanjorski 
Kaptur 
Kastenmeier 
Kennelly 
Kildee 
Kleczka 
Kolter 
Kostmayer 
Lantos 
Lehman <CA> 
Lehman<FL> 
Leland 
Levin <MI> 
Levine <CA> 
Lipinski 
Long 
Lowry <WA> 
Luken 
MacKay 
Manton 
Markey 
Martinez 
Matsui 
Mavroules 
Mazzoli 
McCloskey 
McCurdy 
McHugh 

McKinney 
Mica 
Mikulski 
Miller<CA> 
Min eta 
Mitchell 
Moakley 
Mollohan 
Montgomery 
Moody 
Morrison <CT> 
Mrazek 
Murphy 
Murtha 
Natcher 
Neal 
Nichols 
Oakar 
Oberstar 
Obey 
Olin 
Ortiz 
Owens 
Panetta 
Pease 
Penny 
Pepper 
Perkins 
Price 
Rahall 
Rangel 

Anderson 
Archer 
Armey 
Bad ham 
Barnard 
Bartlett 
Barton 
Bateman 
Bentley 
Bereuter 
Bilirakis 
Bliley 
Boehlert 
Boulter 
Brown <CO> 
Burton <IN> 
Byron 
Callahan 
Carney 
Chandler 
Cheney 
Clinger 
Coats 
Cobey 
Coble 
Coleman <MO> 
Combest 
Conte 
Coughlin 
Courter 
Craig 
Crane 
Dannemeyer 
Darden 
Daub 
Davis 
DeLay 
De Wine 
Dickinson 
DioGuardi 
Doman<CA> 
Dreier 
Duncan 
Dyson 
Early 
Eckert <NY> 
Edwards <OK> 
Emerson 
English 
Evans <IA> 
Fa well 
Fiedler 
Fields 
Fish 
Franklin 
Gallo 
Gekas 
Gilman 
Gingrich 
Goodling 
Gradison 
Green 

Reid 
Richardson 
Rodino 
Roe 
Rose 
Rostenkowski 
Rowland <GA> 
Roybal 
Russo 
Sabo 
Savage 
Scheuer 
Schroeder 
Schumer 
Seiberling 
Sharp 
Shelby 
Sikorski 
Sisisky 
Skelton 
Slattery 
Smith <FL> 
Smith <IA> 
Solarz 
Spratt 
StGermain 
Staggers 
Stallings 
Stark 
Stokes 
Stratton 

NAYS-196 

Studds 
Swift 

25891 

Synar 
Tallon 
Torres 
Torricelli 
Towns 
Traxler 
Udall 
Valentine 
Vento 
Visclosky 
Volkmer 
Waldon 
Walgren 
Watkins 
Waxman 
Weaver 
Weiss 
Wheat 
Whitley 
Williams 
Wilson 
Wirth 
Wise 
Wolpe 
Wright 
Wyden 
Yates 
Yatron 
Young<MO> 

Gregg Moorhead 
Gunderson Morrison <WA> 
Hall, Ralph Myers 
Hammerschmidt Nelson 
Hansen 
Hendon 
Henry 
Hiler 
Holt 
Hopkins 
Horton 
Howard 
Hubbard 
Huckaby 
Hughes 
Hunter 
Hutto 
Hyde 
Ireland 
Jacobs 
Jeffords 
Johnson 
Jones<OK> 
Kasich 
Kemp 
Kolbe 
Kramer 
LaFalce 
Lagomarsino 
Latta 
Leach <IA> 
Leat h <TX> 
Lent 
Lewis <CA> 
Lewis <FL> 
Lightfoot 
Livingston 
Lloyd 
Loeffler 
Lot t 
Lowery<CA> 
Lujan 
Lungren 
Mack 
Madigan 
Marlenee 
Martin <IL> 
Martin <NY> 
McCain 
McCandless 
McCollum 
McDade 
McEwen 
McGrath 
McKernan 
McMillan 
Meyers 
Michel 
Miller<OH> 
Miller<WA> 
Molinari 
Monson 

Nielson 
Nowak 
Oxley 
Packard 
Parris 
Pashayan 
Petri 
Pickle 
Porter 
Pursell 
Quillen 
Ray 
Regula 
Ridge 
Rinaldo 
Ritter 
Roberts 
Robinson 
Roemer 
Rogers 
Roth 
Roukema 
Rowland <CT> 
Rudd 
Saxton 
Schaefer 
Schneider 
Schuette 
Schulze 
Sensenbrenner 
Shaw 
Shumway 
Shuster 
Siljander 
Skeen 
Slaughter 
Smith ( NE) 
Smith<NJ> 
Smith, Denny 

<OR> 
Smith, Robert 

<NH> 
Smith, Robert 

<OR> 
Snowe 
Snyder 
Solomon 
Spence 
Stangeland 
Stenholm 
Strang 
Stump 
Sundquist 
Sweeney 
Swindall 
Tauke 
Tauzin 
Taylor 
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0 1305 Thomas <CA> 

ThomasCGA> 
Traficant 
Vander Jagt 
Vucanovich 

Berman 
Blagg! 
Boland 
Breaux 
Broomfield 
Burton <CA> 
Campbell 

Walker 
Weber 
Whitehurst 
Whittaker 
Wolf 

Wortley 
Wylie 
Young<AK> 

NOT VOTING-20 
Chapple 
Conyers 
Fowler 
Frenzel 
Grotberg 
Hartnett 
Hillis 

0 1250 

Kindness 
Lundine 
Moore 
Whitten 
Young <FL> 
Zschau 

Mr. LEATH of Texas changed his 
vote from "yea" to "nay." 

So the previous question was or
dered. 

The result of the vote was an
nounced as above recorded. 

The SPEAKER pro tempore <Mr. 
NATCHER). The question is on the reso
lution. 

RECORDED VOTE 

Mr. WALKER. Mr. Speaker, I 
demand a recorded vote. 

A recorded vote was ordered. 
The vote was taken by electronic 

device, and there were-ayes 255, noes 
157, not voting 20, as follows: 

Abercrombie 
Ackerman 
Akaka 
Alexander 
Andrews 
Annunzio 
Anthony 
Applegate 
Asp in 
Atkins 
AuCoin 
Barnes 
Bates 
Bedell 
Beilenson 
Bennett 
Bentley 
Berman 
Bevill 
Bliley 
Boggs 
Boner<TN> 
Bonior <MI> 
Bonker 
Borski 
Boucher 
Boxer 
Brooks 
Brown CCA> 
Bruce 
Bryant 
Bustamante 
Carr 
Chapman 
Chappell 
Clay 
Coelho 
Collins 
Conte 
Cooper 
Coughlin 
Coyne 
Crockett 
Daniel 
Daschle 
Davis 
de laGarza 
Dellums 
Derrick 
Dicks 
Dingell 
DioGuardi 
Dixon 
Donnelly 
Dorgan CND> 

[Roll No. 4071 
AYES-255 

Dowdy 
Downey 
Duncan 
Durbin 
Dwyer 
Dymally 
Dyson 
Eckart COH> 
Edgar 
Edwards CCA> 
Emerson 
English 
Erdreich 
Evans CIL> 
Fascell 
Fazio 
Feighan 
Fish 
Flippo 
Florio 
Foglletta 
Foley 
Ford <MD 
Ford CTN) 
Frank 
Frost 
Fuqua 
Garcia 
Gaydos 
Gejdenson 
Gephardt 
Gibbons 
Gilman 
Glickman 
Gonzalez 
Goodling 
Gordon 
Gray CIL> 
Gray CPA> 
Guarini 
Hall COH> 
Hamilton 
Hatcher 
Hawkins 
Hayes 
Hefner 
Hendon 
Hertel 
Horton 
Hoyer 
Jenkins 
Johnson 
Jones CNC> 
Jones <TN> 
Kanjorski 

Kaptur 
Kastenmeier 
Kennelly 
Kildee 
Kleczka 
Kolter 
Kostmayer 
Lantos 
Latta 
Lehman CCA> 
Lehman<FL> 
Leland 
Lent 
Levin <MI> 
Levine CCA> 
Lipinski 
Loeffler 
Long 
Lott 
LowryCWA> 
Lujan 
Luken 
Lundine 
MacKay 
Manton 
Markey 
Martin CIL> 
Martinez 
Matsui 
Mavroules 
Mazzoli 
McCloskey 
McCurdy 
McDade 
McGrath 
McKinney 
McMillan 
Mica 
Michel 
Mikulski 
Miller CCA) 
Miller CWA> 
Min eta 
Mitchell 
Moakley 
Mollohan 
Montgomery 
Moody 
Morrison CCT> 
Mrazek 
Murphy 
Murtha 
Natcher 
Neal 
Nelson 

Nichols 
Nowak 
Oakar 
Oberstar 
Obey 
Olin 
Ortiz 
Owens 
Panetta 
Pashayan 
Pease 
Penny 
Pepper 
Perkins 
Pickle 
Price 
Pursell 
Quillen 
Rahall 
Rangel 
Reid 
Richardson 
Rinaldo 
Rodino 
Rose 
Rostenkowski 
Rowland <CT> 
Rowland <GA> 
Roybal 
Rudd 

Anderson 
Archer 
Armey 
Badham 
Barnard 
Bartlett 
Barton 
Bateman 
Bereuter 
Bilirakis 
Boehlert 
Bosco 
Boulter 
Brown <CO> 
Burton <IN> 
Byron 
Callahan 
Carney 
Carper 
Chandler 
Cheney 
Clinger 
Coats 
Cobey 
Coble 
Coleman <MO> 
Coleman CTX> 
Combest 
Courter 
Craig 
Crane 
Dannemeyer 
Darden 
Daub 
DeLay 
De Wine 
Dickinson 
Dornan CCA> 
Dreier 
Early 
Eckert <NY> 
Edwards <OK> 
Evans CIA> 
Fa well 
Fiedler 
Fields 
Gallo 
Gekas 
Gingrich 
Gradison 
Green 
Gregg 
Gunderson 
Hall, Ralph 

Biaggi 
Boland 
Breaux 
Broomfield 
Burton <CA> 
Campbell 
Chapple 

Russo 
Sabo 
Savage 
Scheuer 
Schroeder 
Schumer 
Seiberling 
Sharp 
Shelby 
Shuster 
Sikorski 
Sisisky 
Skeen 
Skelton 
Slattery 
Smith <FL> 
Smith <NJ> 
Solarz 
Spratt 
StGermain 
Staggers 
Stallings 
Stark 
Stokes 
Stratton 
Studds 
Swift 
Synar 
Tallon 
Taylor 

NOES-157 

Thomas<GA> 
Torres 
Torricelli 
Towns 
Traxler 
Udall 
Valentine 
Vento 
Visclosky 
Volkmer 
Waldon 
Walgren 
Watkins 
Waxman 
Weaver 
Weiss 
Wheat 
Whitley 
Whittaker 
Williams 
Wilson 
Wirth 
Wise 
Wolf 
Wolpe 
Wright 
Wyden 
Yates 
Yatron 
Young<MO> 

Hammerschmidt Regula 
Hansen 
Henry 
Hiler 
Holt 
Hopkins 
Howard 
Hubbard 
Huckaby 
Hughes 
Hunter 
Hutto 
Hyde 
Ireland 
Jacobs 
Jeffords 
Jones <OK> 
Kasich 
Kemp 
Kolbe 
Kramer 
LaFalce 
Lagomarsino 
Leach CIA> 
Leath CTX) 
Lewis <CA> 
Lewis <FL> 
Lightfoot 
Livingston 
Lloyd 
Lowery <CA> 
Lungren 
Mack 
Madigan 
Marlenee 
Martin <NY> 
McCain 
McCandless 
McCollum 
McEwen 
McKernan 
Meyers 
Miller <OH> 
Molinari 
Monson 
Moorhead 
Morrison CWA> 
Myers 
Nielson 
Packard 
Parris 
Petri 
Porter 
Ray 

Ridge 
Ritter 
Roberts 
Robinson 
Roe 
Roemer 
Rogers 
Roth 
Roukema 
Saxton 
Schaefer 
Schneider 
Schuette 
Schulze 
Sensenbrenner 
Shaw 
Shumway 
Siljander 
Slaughter 
Smith <IA> 
Smith <NE> 
Smith, Denny 

<OR> 
Smith, Robert 

<NH) 
Smith, Robert 

<OR> 
Snowe 
Snyder 
Solomon 
Spence 
Stangeland 
Stenholm 
Strang 
Stump 
Sundquist 
Sweeney 
Swindall 
Tauke 
Tauzin 
Thomas<CA> 
Traficant 
Vander Jagt 
Vucanovich 
Walker 
Weber 
Whitehurst 
Whitten 
Wortley 
Wylie 
Young<AK> 

NOT VOTING-20 
Conyers 
Fowler 
Franklin 
Frenzel 
Grotberg 
Hartnett 
Hillis 

Kindness 
McHugh 
Moore 
Oxley 
Young(FL) 
Zschau 

So the resolution was agreed to. 
The result of the vote was an

nounced as above recorded. 
A motion to reconsider was laid on 

the table. 

REQUEST FOR PERMISSION TO 
OFFER SUBSTITUTE AMEND
MENT TO H.R. 5300 IN LIEU OF 
AMENDMENT MADE IN ORDER 
UNDER THE RULE 
Mr. WYLIE. Mr. Speaker, I ask 

unanimous consent that I be permit
ted to offer a substitute amendment 
which is at the desk in lieu of the 
amendment made in order under the 
rule. 

The SPEAKER pro tempore <Mr. 
NATCHER). Is there objection to the re
quest of the gentleman from Ohio? 

Mr. GRAY of Illinois. Mr. Speaker, 
reserving the right to object, I have 
examined the proposed amendment to 
be offered by the gentleman from 
Ohio, and it undoubtedly is aimed at 
an amendment I offered and was 
adopted in the House by a vote of 
more than 2 to 1 earlier, that would 
lower rents for senior citizens. There
fore, I am constrained to object. 

Mr. WALKER. Mr. Speaker, will the 
gentleman yield? 

Mr. GRAY of Illinois. I yield to the 
gentleman from Pennsylvania. 

Mr. WALKER. Mr. Speaker, I thank 
the gentleman for yielding to me. 

Mr. Speaker, I understand the point 
the gentleman is making. However, we 
have had a rather unusual set of cir
cumstances here. If the House would 
wish to vote in the direction the gen
tleman is talking, we certainly could 
have a vote on that issue. 

But the gentleman from Ohio really 
was basically assured of an amend
ment and the gentleman tried to offer 
it during the process here. The com
mittee refused to offer a committee 
amendment, and the gentleman has 
been frozen out of the situation and 
told that this was his one recourse in 
order to get his amendment in order. 
If the gentleman does make his objec
tion, the gentleman from Ohio has 
lost his recourse and we have lost a 
chance to vote on 470 million dollars' 
worth of budget savings. 

I am just wondering if the gentle
man could at least allow us to bring 
this to a vote. 

Mr. GRAY of Illinois. Mr. Speaker, 
further reserving the right to object, I 
apologize to the gentleman for having 
to do this but, as I said, the House 
voted by more than 2 to 1 for lowering 
elderly housing rents, including more 
than 50 Members on the minority side. 

Mr. WYLIE. Mr. Speaker, will the 
gentleman yield to me so that I might 
explain my amendment if the gentle
man intends to object? 
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Mr. GRAY of Illinois. Mr. Speaker, 

under my reservation of objection, I 
yield to the gentleman from Ohio. 

Mr. WYLIE. Mr. Speaker, I thank 
the gentleman from Illinois for his 
courtesy. 

Mr. Speaker, my amendment does 
not say anything about the amend
ment of the gentleman from Illinois 
which has to do with rental housing 
for the elderly. 

All my amendment does is to put a 
cap on the spending for the housing 
program at the level which the budget 
recommended. I have discussed this 
with Mr. GRAY of Pennsylvania, and 
the gentleman agrees with me and 
says that it will be taken out in confer
ence. I think that we should take it 
out here on the House floor. 

The gentleman from Illinois [Mr. 
GRAY] has been around a long time, 
and the gentleman knows that my 
amendment cannot possibly have any 
effect on his amendment unless the 
Appropriations Committee wants it to 
have an effect on his amendment. The 
final appropriations have not been 
made for fiscal year 1987. They will 
not be made until after we adopt the 
budget and until after the housing au
thorization bill is adopted, which it 
has not been. 

All my amendment does is reflect 
the will of the House when we passed 
the housing bill. 

Under the rule, I would be permitted 
to offer an amendment which would 
strike out the whole housing bill 
which would include the gentleman's 
amendment. I did not ask for such a 
rule. As I said earlier, this is a historic 
moment. I got a rule which I did not 
ask for. 

What I am trying to do is reflect the 
will of the House, and the final appro
priations will determine what the 
monies will be spent for, and it cannot 
possibly have any impact on the gen
tleman's amendment at this point. I 
would hope the gentleman would not 
object. 

Mr. GRAY of Illinois. Mr. Speaker, 
further reserving the right to object, 
will the gentleman tell us what items 
he is aiming at in his exact precise 
amount of $470 million. 

I might say parenthetically that it is 
more than ironic that that happens to 
be the cost estimated by the Congres
sional Budget Office of lowering rents 
to senior citizens in public housing. If 
the gentleman is not aiming at my 
amendment, the gentleman is certain
ly a good guesser. 

Mr. WYLIE. Mr. Speaker, will the 
gentleman yield? 

Mr. GRAY of Illinois. Under my res
ervation of objection, I yield to the 
gentleman from Ohio. 

Mr. WYLIE. Mr. Speaker, I do not 
know where CBO got its estimates. All 
I am saying is that this rule came to 
my attention this morning for the first 
time. CBO says that, under its scoring 
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policy, it indicates that the housing 
portion of the bill is $470 million over 
budget levels. 

I think we are trying to follow the 
budget resolution in this budget recon
ciliation process. The chairman of the 
Budget Committee has assured me 
that that is the case. 

It may be more than a coincidence if 
what you say is what CBO did in its 
scoring procedure. I do not know that 
to be a fact. But let me assure the gen
tleman I did not have any specific pro
gram in mind at all. All I am trying to 
do is to cap the level of outlays in my 
amendment, if I am permitted to offer 
it, to the fiscal year levels of spending 
which were announced earlier in the 
budget bill. 

Mr. LATTA. Mr. Speaker, will the 
gentleman yield? 

Mr. GRAY of Illinois. Mr. Speaker, 
further reserving the right to object, I 
yield to the gentleman from Ohio. 
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Mr. LATTA. I thank the gentleman 

for yielding to me. 
Mr. Speaker, let me say in the inter

est of fairness I would like to appeal to 
my friend from Illinois not to object. 
The gentleman from Ohio maintains 
that what we did in the Rules Com
mittee is not what he wanted. I think 
that we ought to permit a Member, if 
we make an amendment in order 
under a rule, to offer, to at least offer 
what he intended. 

We will have an opportunity when 
the proper time comes, even though 
you permit, without your objection, 
for him to make this amendment to 
his amendment, we will have an oppor
tunity to vote on it. At that time the 
gentleman and the Members of this 
House will have an opportunity to vote 
up or down on his amendment. So that 
time is in the future. All he is asking 
for is to correct his amendment. It is 
his amendment; not yours, not mine, 
not anybody else's in this House. It is 
his amendment that we made in order 
in the Rules Committee. 

So I think the gentleman ought to 
have an opportunity to perfect his 
amendment, and I hope the gentleman 
will not object. We will vote on it later 
on. 

Mr. GRAY of Illinois. Mr. Speaker, 
further reserving the right to object, I 
certainly respect the very esteemed 
gentlemen from Ohio [Mr. LATTA and 
Mr. WYLIE] and the gentleman from 
Pennsylvania [Mr. WALKER] but it is 
very obvious what this proposed 
amendment is for. It is to get at the 
Gray amendment that reduced rentals 
in public housing from 30 to 25 per
cent of gross income. As far as it in
creasing the overall budget, Mr. 
Speaker, we pointed out in our very 
lengthy debate, that there is approxi
mately a 15-percent vacancy rate in 
public housing now because the rents 
are too high. What we have are people 

moving out of our public housing units 
into substandard housing. If we can 
have more people coming back in with 
cheaper rents, we can recoup this $470 
million or a great part of it. It is very 
obvious, in light of the fact that the 
gentleman from Ohio [Mr. WYLIE] 
cannot tell us exactly where those cuts 
are going to be made. It is further ob
vious to me that the gentleman from 
Ohio is definitely trying to cut back on 
the very poor people who are at the 
very bottom of the economic ladder. 
Our senior citizens living in public 
housing. 

Mr. Speaker, reluctantly, I object. 
Mr. Speaker, I am constrained to 

object. 
Mr. Speaker, I object. 
The SPEAKER pro tempore. Objec

tion is heard. 

OMNIBUS BUDGET 
RECONCILIATION ACT OF 1986 
The SPEAKER pro tempore. Pursu

ant to House Resolution 558 and rule 
XXIII, the Chair declares the House 
in the Committee of the Whole House 
on the State of the Union for the con
sideration of the bill, H.R. 5300. 
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IN THE COMMITTEE OF THE WHOLE 

Accordingly the House resolved 
itself into the Committee of the 
Whole House on the State of the 
Union for the consideration of the bill 
<H.R. 5300) to provide for reconcilia
tion pursuant to section 2 of the con
current resolution on the budget for 
fiscal year 1987, With Mr. SEIBERLING 
in the chair. 

The Clerk read the title of the bill. 
The CHAIRMAN. Pursuant to the 

rule, the first reading of the bill is dis
pensed with. 

Under the rule, the gentleman from 
Pennsylvania [Mr. GRAY] will be rec
ognized for 1 ¥2 hours and the gentle
man from Ohio [Mr. LATTA] will be 
recognized for 1 lf2 hours. 

The Chair recognizes the gentleman 
from Pennsylvania [Mr. GRAY]. 

Mr. ORA Y of Pennsylvania. Mr. 
Chairman, I yield myself such time as 
I may consume. 

Mr. Chairman, today we are consid
ering H.R. 5300, the Omnibus Budget 
Reconciliation Act of 1986, as modified 
by the package of amendments incor
porated into the bill by the rule. 

The other body has already adopted 
a reconciliation package similiar to the 
one I present today. It is my hope that 
once the House passes this reconcilia
tion bill, we will begin the conference 
immediately with the other body to re
solve our differences in order to reach 
agreement on a package sufficient to 
meet the Gramm-Rudman-Hollings 
target. 

We must send this package to the 
President before the October snapshot 
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to avoid a possible sequestration of 
more than $20 billion. Elements of the 
bipartisan package include provisions 
for a public offering of Conrail, Exim 
loan asset sales, rural development in
surance fund asset sales, a validation 
of the administration's fiscal year 1986 
revenue sharing payment, additional 
IRS personnel to increase revenue col
lections, accelerated collection of cer
tain excise taxes. increased taxpayer 
compliance through penalties, and an 
across-the-board cut in discretionary 
spending, 50 percent from domestic 
and 50 percent from Pentagon spend
ing. 

All told, the original provisions of 
H.R. 5300 plus these modifications will 
result in more than $15 billion in fiscal 
year 1987 deficit reduction even when 
scored against the Gramm-Rudman
Hollings baseline. 

I stress the fact that the package 
before you today is a bipartisan one, 
formulated only after extensive discus
sions between the majority, the minor
ity and the administration. We all 
know our goal and through this pack
age we will meet that goal, which is to 
avoid sequestration and come within 
the guidelines and the threshold of 
Gramm-Rudman. 

The common question asked by my 
colleagues on both sides of the aisle is 
how did we get from passing a budget 
resolution in June containing a deficit 
of under $144 billion to the situation 
confronting us now of piecing together 
a deficit reduction package of $15 bil
lion practically overnight. My answer 
is all too familiar these days: Gramm
Rudman-Hollings. 

The original reconciliation bill, as 
adopted by the Budget Committee in 
July. represented the good faith ef
forts of the House committees to meet 
their reconciliation instructions. How
ever. since that time the Congressional 
Budget Office and the Office of Man
agement and Budget issued their fiscal 
year 1987 sequestration report. That 
report projected the fiscal year 1987 
deficit to be not $142.6 billion, as we 
had believed in early July, but to be 
$163.4 billion. Well above the Gramm
Rudman-Hollings target of $144 bil
lion. 

This estimate is not only due to con
gressional actions but to things totally 
outside of our control, such as lower 
revenues due to slower economic 
growth than expected. Further, ad
vance deficiency payments for farm 
price supports are expected to be 
made. Also appropriation bills or a 
continuing resolution at the budget 
resolution levels are expected to be en
acted. 

Together, those actions would in
crease the deficit to $169 billion for 
fiscal year 1987; $15 billion above the 
Gramm-Rudman-Hollings threshold. 
In light of these facts, H.R. 5300, as 
originally reported, did not meet our 
deficit reduction goals and avoid se-

questration this year. Therefore, a bi
partisan reconciliation package of 
amendments was fashioned to aug
ment the savings in the reconciliation 
bill. These modifications, if enacted, 
will ensure that we meet the deficit 
target necessary to avoid sequestration 
this year. 

The package of reductions will 
enable the House to maintain its prior
ities set forth in the 1987 budget reso
lution while avoiding the mindless ap
proach to deficit reduction of Gramm
Rudman-Hollings sequestration. 
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If fact, if we fail today to pass this 

deficit reduction measure, our most 
recent estimates show that the across
the-board cuts would rise to $24 bil
lion; $12 billion from national security 
in outlays, $12 billion from vital do
mestic programs in outlays, thus total
ing nearly $50 billion in budget au
thority. 

This reconciliation vehicle is not a 
perfect package, but it is what all par
ties involved, the leadership of the 
House, the other body and the execu
tive branch of Government, were able 
to agree upon. 

I will admit that this approach does 
not totally reflect my preferences on 
how to reduce the deficit. I would 
prefer to include the revenue as some 
specific reductions, both in Pentagon 
spending and the domestic side. 

However, the President is adamantly 
opposed to any revenue increases, even 
those in his own budget for 1987. Since 
the President must sign any reconcilia
tion vehicle, and since we are limited 
in the number of days in which to 
reach our goal, it would seem foolhar
dy to pursue a course that ignores this 
reality. Not until the President is will
ing to look at all parts of the budget, 
not just domestic spending will we 
ever be able to implement a long-run 
solution to the deficit problem. 

My friends and colleagues, that 
brings us to the real question today. 
You may not think this is a good pack
age or a perfect package, and you are 
probably right. However, the question 
is, in order to pass this into law, we 
would have to have a Presidential sig
nature and, thus, how many of us here 
today are prepared, as the President 
wants, to cut $15 billion out of domes
tic programs only and not touch the 
Pentagon side? 

How many of us here today are pre
pared to go against the President and 
vote for large increases in revenues 
which we know ahead of time the 
President will not sign and, thus, we 
will face sequestration on October 1? · 

When you look at those realities, I 
believe despite the deficiencies of this 
package, it is the best that can be 
done. One thing we do know is that if 
we pass this package today, because of 
the bipartisan support in working it 
out in this body and the other body, 

along with the administration, that we 
will be able to go to conference and we 
will be able to get a vehicle that can be 
passed into law, that will avoid seques
tration. 

In conclusion, my colleagues, this 
package, in a word, gets the job done. 
It enables us to maintain the priorities 
which we set forth in the 1987 budget 
resolution. It is a reasonable alterna
tive to the pending sequestration reso
lution and it avoids the devastating 
impact of mindless reductions of $24 
billion across the board mandated by 
Gramm-Rudman-Hollings. 

So, as you look at the package, look 
at it, even with its imperfections, with 
the knowledge that we will avoid se
questration; we will get under the 
threshold. We will not make major 
structural changes in deficit reduction, 
but one must recognize what the alter
natives are and whether we could im
plement those alternatives by October 
1. If we cannot, then we are inviting 
sequestration. 

I urge all Members, after looking at 
the alternatives, to look at this pack
age and they will recognize what we in 
the Committee on the Budget biparti
sanly recognize, and that is, that this 
is the best possible solution to a diffi
cult problem and it gets the job done. 

Before I conclude, Mr. Chairman, I 
must commend the ranking member of 
the committee and his ranking mem
bers on the minority side: the gentle
man from Ohio [Mr. LATTA] and par
ticularly the gentlewoman from Illi
nois [Mrs. MARTIN] and also the gen
tleman from Texas [Mr. LoEFFLER], 
who were a part of a task force, who 
bipartisanly last week came up with 
something that both sides in the Com
mittee on the Budget could accept. 

Then I must commend my col
leagues on the minority side for 
having the wisdom, as well as the cour
age, to encourage the other body to 
look at the proposal and, as a result of 
their leadership, the other body, along 
with the White House, joined in delib
erations that lasted for several hours 
so that we know when we pass this ve
hicle that at least $13.6 billion of the 
savings herein have already been ten
tatively approved and will be signed 
into law. 

I want to commend the ranking 
member, the gentleman from Ohio 
[Mr. LATTA], the gentlewoman from il
linois [Mrs. MARTIN] and the gentle
man from Texas [Mr. LoEFFLER] and 
those of the minority side for their 
outstanding leadership in putting this 
package together. 

It is the best that can be done in 
light of the political realities that we 
face. 

I urge my colleagues to support it 
and vote for it, particularly when they 
look at what the alternatives are and 
the amount of time we face in which 
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to enact legislation and avoid mindless 
cuts across the board. 

Mr. LATrA. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, at the outset, let me 
thank the gentleman from Pennsylva
nia [Mr. GRAY] for his kind remarks 
and say that it is always a pleasure to 
work with him. Certainly in this in
stance it was a pleasure to work with 
him. We put in, as the gentleman indi
cated, many, many hours in trying to 
come up with a compromise, and a 
compromise is before us. 

The gentleman from Pennsylvania 
[Mr. GRAY] has shown, since he has 
been chairman of this committee, ex
tremely able leadership and we are 
very, very lucky in this body to have 
his leadership with us. 

Let me say at the outset that we 
cannot lose sight of the fact that we 
bring to you a package that has been 
put together by the Committee on the 
Budget; however, it is package that 
was first given to us by the individual 
committees of this House. 

We do not come up with these pro
gram reductions or these program ad
ditions, and there are a few additions 
in here. They are submitted to us on 
the Committee on the Budget and we 
put them together. 

However, in our negotiations with 
the other body, we had certain limita
tons that we submitted to the commit
tee and said: "These are the figures 
that you must come up with." Most of 
them have complied. So we thank 
them for that. 

I might say, if I had been putting 
this package together, I would not 
have done it in every detail as has 
been done here, nor would the Presi
dent have done it as they have done. 

I might say that I happen to be one 
of those who joined with the President 
and believes that we ought to be re
ducing expenditures of Government 
and not increasing taxes, as a good 
many Members in this House would do 
on the majority side. 

We are going to be faced with this 
problem next session. We are going to 
have to decide at that time whether or 
not to reduce expenditures, as I think 
the American people want. They do 
not want increased taxes. You are not 
going to have any choice. We have 
given you an out this time in this rec
onciliation bill, but not the next time. 
There is not going to be a next time. 
You are going to have to fish or cut 
bait during the next session of this 
Congress and make some real cuts. 
If you are talking about $15 billion 

in this bill, wait until the next time 
when you are talking about $40 billion. 

Those are meaningful amounts, so 
get to thinking about it because the 
time is coming when those reductions 
in the budget are going to have to be 
made, and certainly the American 
people ought to take note of this fact, 
whether or not they want increased 

taxes or whether or not they want this 
Congress to reduce expenditures. I be
lieve they want the latter. 

Let me also say, as the chairman of 
the committee has indicated, I rise in 
support of this reconciliation bill as we 
have no other alternative. We have 
only a couple of days to act or seques
tration is going to take place. 

It is a product of negotiations, which 
are both bipartisan and bicameral. We 
sat down with the other body, Chair
man DoMENICI of the Committee on 
Budget, and Senator CHILES, the rank
ing member, our chairman and myself, 
for several days to come up with this 
product that we have before us. So it 
is bicameral. 
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We had the Office of OMB Director, 

Mr. Miller, with us all the time, so the 
figures that we have here are figures 
that are going to be accepted down
town. 

Certainly what emerged would not 
rank as anyone's first choice for deal
ing with this deficit. The best that can 
be said about it is that it is a package, 
and even though it has flaws, it will 
accomplish the objectives that we 
have to accomplish to avoid sequestra
tion. 
It allows the Congress to do the job 

of reducing the deficit rather than 
having it done through this automatic 
process across the board which I think 
would be unfair regardless of the value 
or the merits of the various programs. 
I think that is wrong to have equal 
cuts. I think there are some programs 
in government that are more valuable 
than others and some, in my humble 
judgment, we could do without alto
gether; but under Gramm-Rudman 
programs are cut across the board 
equally. We avoid that through this 
process. 

We will be able to get below the 
Gramm-Rudman-Hollings deficit 
target of $154 billion, which would 
allow us to avoid sequestration in the 
fiscal year 1987 budget. 

Here is what sequestration would 
have done. In these across-the-board 
cuts, they could total about $30 bil
lion. This would be 8.9 percent in de
fense programs and 13.9 percent in 
nondefense programs. These cuts 
would have to be made on top of the 
automatic Gramm-Rudman cuts that 
were made earlier in fiscal year 1986, 
which amounted to 4.9 percent in de
fense and 4.3 percent in domestic pro
grams. 

The cumulative reductions below the 
amounts originally appropriated for 
1986 would have been almost 14 per
cent for defense and 18 percent for do
mestic programs. After adjustment for 
inflation, the cumulative reductions 
would have been even greater. 

Such a sequestration would have se
rious effects on many vital areas. It 
could be particularly harmful to the 

armed services. Hundreds of thou
sands of active duty and reserve mili
tary personnel would have to be laid 
off. 

On the domestic front, programs to 
benefit the farmers and to carry on 
the war against drugs would be among 
those taking severe cuts. 

Gramm-Rudman-Hollings makes no 
distinction between unnecessary Gov
ernment spending and spending that 
America really needs. 

So it is far better that Congress 
meet its responsibilities and reduce 
the deficit through the enactment of 
this reconciliation package, even 
though in my humble judgment it is 
flawed in many areas, rather than let
ting it be done through sequestration. 

Reducing the deficit would provide 
little benefit for- the American people 
if the reductions were accompanied by 
the kind of large income tax increases 
that many others in this Congress 
have advocated; so it is a major accom
plishment that we are avoiding such a 
tax increase in reaching the target 
through this package. It is in line with 
the pledges made to the American 
people by the President when he was 
seeking reelection and also in line with 
the position that the Republican 
members of the House Budget Com
mittee have taken all along. 

I would have preferred to see sub
stantial reductions in domestic pro
grams in the package, but the majori
ty on the Budget Committee made it 
plain that any domestic savings would 
have to be accompanied by a dollar
for-dollar reduction in defense pro
grams, and the President is firmly 
against any more sizable cuts in our 
defense capabilities. 

The House Appropriations Commit
tee already has cut President Reagan's 
request for fiscal year 1987 by more 
than 12 percent. This would be 2 per
cent below the 1986 level after the 
1986 Gramm-Rudman sequestration 
and about a 5-percent real cut from 
1986 if you account for inflation. In 
the last 2 years defense has suffered 
real cuts totaling about 10 percent, so 
it is pretty obvious that defense has 
done its share in reducing costs. 

Some critics have denounced what 
they call smoke and mirrors in this 
package. Well, maybe there is some 
smoke and mirrors, but OMB agrees to 
the figUres. 

There are good arguments for ac
complishing deficit reduction this year 
with this kind of package. For one 
thing the selling of assets and impos
ing user fees avoids fiscal contractions 
on the general economy at a time 
when the economy appears to be quite 
fragile. In selling off assets we are 
pulling the government out of areas 
we feel would be better served by pri
vate enterprise without further ex
pense to the American people. 
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When we sell loan assets without re

course-and I want to stress that
without recourse, we also can deter
mine exactly how much Federal subsi
dy has been involved in all those loan 
programs. 

As the chairman has already pointed 
out, under this reconciliation package 
we are going to have the advance pay
ments to the farmers and they are 
going to be made shortly. 

Revenue sharing for this year, pay
ments are going to be made before the 
next fiscal year. 

The package also provides for paying 
cost-of-living adjustments for Social 
Security recipients, even if the cost-of
living increase for the year does not 
reach the 3-percent trigger required 
under the current law. This is very im
portant to some 36 or 37 million 
people under Social Security. This 
would cost about $800 million. It is one 
of the add-ons. 

An additional $580 million is includ
ed to hold the part. A deductible re
quired for Medicare patients to $500, 
rather than let this figure rise to $572 
for 1987 stipulated in the current law, 
so we are saving these Medicare pa
tients under part A $72 a year on their 
deductible .. 

It also contains money for improving 
enforcement of our income tax laws to 
make sure that some Americans do not 
profit at the expense of others by 
dodging legitimate tax payments. 

Speaking of taxes, some Members 
think we can avoid sequestration just 
by utilizing the expected revenues 
from the next tax reform bill. That 
bill is designed to be revenue neutral. 
Even if you get a windfall of surplus 
revenues next year, this will be bal
anced off by a shortfall of revenues in 
future years, so obviously we cannot 
rely on it for long-term deficit reduc
tion. No one is sure exactly how much 
surplus will be produced next year. It 
is highly unlikely that we could escape 
sequestration with the tax bill reve
nues alone without enactment of this 
reconciliation package. 

Finally, Mr. Speaker, time is running 
out for this Congress to act. Even if we 
pass this package today, we still have 
some differences, even though they 
are small, to work out with the U.S. 
Senate, and the bill must still go to 
the President of the United States for 
his signature. 

If this bill does not become law by a 
week from Sunday, October 5, then we 
probably will miss the deficit reduc
tion target and the Government will 
have to undergo a painful sequestra
tion. 

Now is the time we must act to keep 
us from going that direction. 

Mr. LOWRY of Washington. Mr. 
Chairman, I yield 15 minutes to the 
distinguished gentleman from Michi
gan [Mr. DINGELL], the chairman of 
the full committee on Energy and 
Commerce. 

Mr. DINGELL. Mr. Chairman, I 
yield myself 5 Vz minutes for purposes 
of dealing with the aspects of this leg
islation which relate to the business of 
the Committee on Energy and Com
merce. 

Mr. Chairman, I thank my distin
guished friend and colleague for his 
kindness to me. At the appropriate 
time I will yield 7 Vz minutes to my 
dear friend, the gentleman from New 
York [Mr. LENT], the ranking minority 
member, for purposes of addressing 
his share of the issues and his con
cerns. 

First, Mr. Chairman, I rise in sup
port of H.R. 5300, the Omnibus Recon
ciliation Act of 1986. I would like to 
take a few minutes to discuss title IV 
of the bill, which contains the recon
ciliation recommendations of the Com
mittee on Energy and Commerce. 

Title IV includes legislation that will 
result in 3-year outlay savings of $3.8 
billion. More than $2.7 billion of that 
amount will be achieved in fiscal year 
1987 alone. 

The sale of Conrail will be a major 
source of these savings. The other sav
ings in title IV have been achieved in a 
number of ways-by making improve
ments in the Medicare Program, by in
creasing user fees for the Nuclear Reg
ulatory Commission, by imposing user 
fees at the Federal Energy Regulatory 
Commission, and by recouping some of 
the oil overcharge funds anticipated 
by the budget resolution. 

Unfortunately, most of us on the 
committee believed at one time or an
other that the savings would be larger. 
Regrettably, a court decision rendered 
subsequent to the passage of the 
budget resolution made the bulk of 
the oil overcharge funds unreachable 
by legislative action, an action by the 
court which I regard as being extreme
ly unwise and very much inconsistent 
not only with statutory law, but also 
with good sound public policy. Thus, 
the Energy and Commerce Commit
tee's savings are lower than what they 
might have been were it not for this 
unfortunate judicial decree, even 
though the committee, I note, did 
meet its reconciliation targets. 

Title IV also contains other provi
sions to effectuate certain policy goals 
contemplated by the budget resolu
tion. For example, section 9 of the 
budget resolution expressed the sense 
of the Congress that the strategic pe
troleum reserve be filled to 750 million 
barrels. The committee's reconcilia
tion recommendations provide the nec
essary authority to meet this goal. 

Similarly, the budget resolution 
aimed at increasing funding for mater
nal and child health-the so-called 
children's initiative-and for specified 
improvements in the Medicaid Pro
gram. After close consultation with 
and approval of the Budget Commit
tee and the leadership, the committee 

included legislation to carry out these 
important health policy imperatives. 

The inclusion of our Conrail sale leg
islation in this bill has my wholeheart
ed support and endorsement. It caps 
off nearly 2 years of discussion and 
debate on this issue. I am pleased to be 
bringing to the House a bill that will 
move Conrail to the private sector 
without the unfortunate anticompeti
tive problems and the job losses that 
would have accompanied a merger 
with another Eastern carrier. 

The Conrail legislation, which has 
been incorporated as subtitle H of title 
IV, provides for a sale of the Govern
ment's 85-percent interest in Conrail 
through a public stock offering to be 
administered by the Secretary of 
Transportation. The Secretary would 
be expected to obtain proceeds of at 
least $1.7 billion, which when coupled 
with a transfer to the Government of 
$300 million in Conrail cash, would 
result in deficit reduction of at least $2 
billion, if the market does not fall. 

By a bipartisan vote of 32 to 9, the 
committee adopted an important 
amendment offered by the gentleman 
from Ohio [Mr. EcKART] to provide 
that the Secretary shall retain the 
services of multiple investment bank
ers to serve jointly and to be compen
sated equally as "co-lead managers" of 
the public offering and to establish a 
syndicate to underwrite the public of
fering. The gentleman from Ohio [Mr. 
EcKART], as author of this amend
ment, not only succeeded in having 
the amendment adopted overwhelm
ingly, but did so in a bipartisan fash
ion. Although I opposed that amend
ment as part of an agreement with my 
dear friends and colleagues, the gen
tleman from New York [Mr. LENT], 
the gentleman from New Jersey [Mr. 
FLORIO], and the gentleman from illi
nois [Mr. MADIGAN], all of whom were 
similarly compelled to oppose it, I nev
ertheless believe that this is a good 
amendment and I commend the gen
tleman from Ohio for what he has 
done. 

The committee engaged in an exten
sive debate when this amendment was 
offered. It is clear from my reading 
and my recollection of that debate 
that the committee intends the term 
"co-lead manager" to mean full and 
equal sharing of responsibilities in 
managing the transaction, as distin
guished from the terms "lead manag
er" or "co-manager" as commonly used 
in the investment community. 

This concept of "co-lead managers" 
is new to the American financial mar
kets, but is well-known in the Europe
an Community and is certainly appro
priate to an offering of this size, the 
largest in the history of this Nation. 

Our committee was also cognizant of 
the need to insure the continuation of 
essential rail service in the Conrail 
region. Thus, the committee mandated 
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that Conrail take various steps for 
specified periods of time to maintain 
rail operations. We have also taken 
steps to guard against hostile takeov
ers and anticompetitive rail mergers. 
All in all, I believe the committee has 
produced a sensible, well-balanced, bi
partisan sale package. 

This package, called the Conrail Pri
vatization Act, is the product of a bi
partisan effort by a number of my col
leagues, and I wish to commend them 
at this time-the subcommittee chair
man, the gentleman from New Jersey 
[Mr. FLoRIO], our two senior minority 
members, . the gentleman from New 
York [Mr. LENT] and the gentleman 
from Illinois [Mr. MADIGAN], the rank
ing minority member of the subcom
mittee, the gentleman from Kansas 
[Mr. WHITTAKER], and the gentleman 
from Ohio [Mr. EcKART]. 

0 1350 
Mr. Chairman, I also want to recog

nize the distinguished chairman of the 
Committee on the Budget, the gentle
man from Pennsylvania [Mr. GRAY], 
and his colleagues, and to commend 
them for their outstanding efforts and 
hard work to make possible not only 
the cooperation between our two com
mittees, but also what we have done in 
this bill. 

Mr. Chairman, I will include in the 
REcoRD immediately following my re
marks a floor statement and section
by-section analysis of the Conrail Pri
vatization Act which represents the 
views of the chairmen and ranking mi
nority members of the committee and 
subcommittee, as well as of Mr. MAD
IGAN, all of whom played integral roles 
in authoring this legislation. 

The statement and analysis are as 
follows: 

FLOOR STATEMENT ON CONRAIL-H.R. 5300, 
CONRAIL PRIVATIZATION ACT 

SUBTITLE H-RAIL RELATED ISSUES 
On September 17, 1986, the Committee on 

Energy and Commerce approved the Con
rail Privatization Act. In lieu of a Commit
tee Report, this floor statement represents 
the views of the Chairmen and Ranking Mi
nority Members of the Committee and Sub
committee, as well as Representative 
Edward Madigan, and is intended to serve as 
the legislative history. 

The Act would transfer Conrail to the pri
vate sector through a public offering to be 
administered by the Secretary of Transpor
tation. Conrail is required to transfer $300 
million in cash to the Government within 
thirty days of enactment. The Secretary 
shall thereafter sell the common stock 
owned by the United States in a public of
fering if the estimated sum of the gross pro
ceeds to be realized by the Government 
from the public offering and the value of 
any warrants issued by Conrail to the Gov
ernment is at least $1.7 billion. 

The legislation provides guarantees to 
ensure that Conrail continues to provide 
rail service in the region. For example, the 
bill mandates that for five years Conrail 
spend at least $500 million annually on cap
ital expenditures, unless the Conrail Board 
of Directors reduces that amount to $350 

million <on a cumulative basis). If such ex
penditures are not made, Conrail cannot 
pay dividends. Other restrictions, ranging 
from three to five years in length, limit the 
ownership of any person in Conrail to 7.5 
percent, require Conrail to maintain at least 
$250 million in cash on hand at the end of 
each year, restrict rail mergers, particularly 
with other carriers in the region, limit for
eign ownership to 20 percent, and require 
Conrail to continue its affirmative action 
and minority vendor programs. 

Once Conrail is sold, it will function like 
any other private sector corporation, with 
its own Board of Directors making decisions 
in the best interest of the Corporation, sub
ject, of course, to applicable provisions of 
law. 

A detailed section-by-section analysis of 
the legislation follows: 

PART 1-GENERAL PROVISIONS 
Section 4701. Short Title; Table of Contents 

Section 4701 provides the short title, the 
"Conrail Privatization Act," and the table of 
contents. 

Section 4702. Findings 
Section 4702 provides the findings. 

Section 4703. Purposes 
Section 4703 provides the purposes. 

Section 4704. Definitions 
Section 4704 provides the definitions used 

in the Act. 
With reference to the definition of "cap

ital expenditures," we understand that Con
rail's present accounting treatment distin
guishes between capital expenditures and 
normal repair, maintenance and upkeep in 
accordance with generally accepted account
ing principles. 

Clause <A> of the definition of "cumula
tive net income" includes payments to be 
made to Conrail employees who are not rep
resented by unions. We understand that 
Conrail will make payments to these em
ployees which will not exceed $30 million. 
In addition, the aggregate value of the 
shares distributed under section 4724(f) 
should include cash distributed in lieu of 
fractional shares. 

PART 2-cONRAIL 
Subpart A-Sale of Conrail 

Section 4711. Preparation/or Public 
Offering 

This section specifies actions required to 
prepare for a public offering. 

Subsection <a> requires the Secretary of 
Transportation <the Secretary), not later 
than 30 days after enactment, in consulta
tion with the Secretary of the Treasury and 
the Chief Executive Officer of Conrail, to 
retain the services of investment bankers to 
manage the public offering. The language 
provides that these firms will serve jointly 
as the "co-lead managers" of the public of
fering of Conrail stock, and will establish a 
syndicate to underwrite the public offering 
with equal responsibility for structuring and 
managing the public offering, an equal 
share in management fees resulting from 
the transaction, and an underwriting posi
tion and allocation of shares to be jointly 
determined by the co-lead managers. 

The legislation requires that, in selecting 
the "co-lead managers," recognition and 
consideration shall be given to the contribu
tions made by particular investment bank
ing firms before the date of enactment in 
demonstrating and promoting the long-term 
financial viability of Conrail and the feasi
bility of a public stock offering. 

Subsection <b> requires a transfer by Con
rail of $300 million to the Secretary of the 
Treasury not later than 30 days after the 
date of enactment. 

Subsection <c> requires Conrail to prepare 
and file a registration statement with the 
Securities and Exchange Commission <SEC> 
in connection with the initial and any subse
quent public offering. We intend for Conrail 
to prepare and file with the SEC as many 
registration statements or amendments 
thereto as may be necessary to enable the 
Secretary to sell all the United States 
shares pursuant to this Act. 

Subsection <d> amends the Regional Rail 
Reorganization Act of 1973 <3R Act> to 
eliminate the authority of the United States 
Railway Association <USRA> to purchase 
additional stock or debentures in Conrail, 
effective upon the date of enactment. 

Section 4712. Public Offering 
This section specifies requirements for the 

public offering. 
Subsection <a> requires the Secretary in 

consultation with the Secretary of the 
Treasury, the Chairman of the Board of 
Conrail and the co-lead managers, to offer 
the Government's common stock interest 
for sale in a public offering, after the regis
tration statement is declared effective by 
the SEC. The Secretary may offer less than 
all the shares owned by the United States at 
the initial sale, thus allowing for a sale in 
stages. Under no circumstances shall the 
Secretary offer any of the shares for sale 
unless, before the sale date, the Secretary 
determines, after consultation with the Sec
retary of the Treasury, the Chairman of the 
Board of Conrail and the co-lead managers, 
that the estimated sum of the gross pro
ceeds from the sale of all of the shares 
owned by the Unted States and the value of 
any warrants issued by Conrail to the Gov
ernment is at least $1.7 billion. 

Subsection (b) request the Secretary, if a 
sale is to be done in stages, to sell the re
maining shares in subsequent public offer
ings. 

Subsection <c> provides that any public of
ferings under this section may be made 
without Conrail's consent. 

Subsection <d> allows the Secretary to re
quire Conrail to declare a stock split or re
verse stock split. 

Subsection <e> provides that, in consider
ation for the $300 million transfer from 
Conrail to the Secretary of the Treasury 
and any warrants issued under this section, 
the Secretary, concurrent With the initial 
public offering, shall deliver to Conrail all 
preferred stock. 7.5 percent debentures and 
contingent interest notes of Conrail held by 
the United States. Conrail shall then cancel 
such debentures, preferred stock, and con
tingent interest notes and the interest of 
the United States in such debentures, pre
ferred stock and contingent interest notes 
will thereby be extinguished. 

We understand that the surrender of the 
Conrail preferred stock and debt securities 
by the Secretary pursuant to this subsection 
is necessary in order to permit the Secretary 
to sell the United States shares. We under
stand that investment bankers are of the 
opinion that the United States are not mar
ketable while the Conrail preferred stock, 
debentures and contingent interest notes 
are outstanding. 

The subsection further provides that for 
purposes of regulation by the Interstate 
Commerce Commission <ICC> and state 
public utility commissions and for purposes 
of reporting to the SEC. certain actions au-
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thorized by this legislation will not change 
Conrail's asset value net of depreciation and 
shall not be used to alter the calculation of 
Conrail's stock or asset value, rate base, or 
certain other attributes or otherwise affect 
or be the basis for a change in the regula
tion of Conrail's service, rates, or practices, 
or any change in Conrail's financial report
ing practice. 

Subsection <f> allows the Secretary, in 
consultation with the Secretary of the 
Treasury, the Chairman of the Board of 
Conrail, and the co-lead managers, to re
quire Conrail to issue warrants to the Gov
ernment, if doing so will increase the return 
to the Government. We intend for any de
termination by the Secretary under this 
subsection to specify the terms of any war
rants to be issued by Conrail to the United 
States. 

Subsection (g) requires the Secretary to 
ensure that minority owned or controlled 
investment banking firms shall have an op
portunity to participate to a significant 
degree in the public offering. This subsec
tion is intended to ensure opportunity for 
participation by minority investment bank
ing firms in the public offering. We intend 
that before concluding a contractual rela
tionship retaining any co-lead managers, 
the Secretary shall ensure that minority 
owned or controlled investment banking 
firms have been provided an opportunity to 
participate to a significant degree in all 
other phases of the public offering, includ
ing, but not limited to, management, under
writing, selling and any other syndicate ac
tivities created pursuant to this Act. 

Subsection <h> authorizes the General Ac
counting Officer <GAO> to make such audits 
as may be deemed appropriate by the Comp
troller General of the United States of all 
accounts, books, records, memoranda, corre
spondence, and other documents and trans
actions of Conrail and the co-lead managers 
associated with the public offering. The co
lead managers shall agree, in writing, to 
allow the GAO to make such audits, and the 
GAO shall report the results of all such 
audits to the Congress. 

Section 4713. Fees 
This section requires the Secretary, in 

consultation with the Secretary of the 
Treasury and Conrail's chairman, to agree 
to pay to investment bankers and other per
sons participating in the public offering the 
absolute mininum amount in fees necessary 
to carry out the public offering. 
Subpart B-Other Matters Relating to the 

Sale 
Section 4721. Rail Service Guarantees 

This section provides rail service guaran
tees to protect essential rail service in the 
Northeast and Midwest. 

Subsection <a> provides for certain restric
tions or requirements on Conrail, for a 
period of five years from the date of enact
ment. 

The first guarantee requires Conrail to 
spend the greater of its financial deprecia
tion or $500 million in capital expenditures 
in each fiscal year. The guarantee allows 
Conrail's Board to reduce the required cap
ital expenditure for such· years to an 
amount which the Board determines is jus
tified by prudent business and engineering 
practices, subject to a required minimum 
amount of $350 million per year <on a cumu
lative basis>. We intend that the Conrail di
rectors will exercise their business judgment 
in any determination under this paragraph, 
and that such business judgment will be 

held to the standards provided for under ap
plicable State law. 

The second guarantee limits dividend pay
ments. Dividend payments may only be 
made if Conrail is in compliance with the 
capital expenditures requirement, and 
common stock dividends cannot exceed fifty 
percent of cumulative net income less the 
cumulative amount of any preferred stock 
dividends. 

The third guarantee requires Conrail to 
continue its affirmative action and minority 
vendor programs. 

The fourth guarantee requires Conrail to 
retain the locomotive shop and car repair 
shop in Blair County, Pennsylvania, and the 
repair shop in Collinwood, Ohio. 

Subsection <b> provides the three year 
guarantees. 

The first guarantee prevents any break-up 
of Conrail. 

The second guarantee requires Conrail to 
have a cash balance of at least $250 million 
at the end of each fiscal year. 

The third guarantee requires Conrail to 
continue to offer to sell lines which the ICC 
has approved for abandonment for 75 per
cent of net liquidation value. 

Section 4722. Ownership Limitations 
This section provides certain ownership 

limitations on non-rail and rail purchasers 
of Conrail stock. 

Subsection <a> limits ownershp of Conrail 
stock by any person for a five year period, 
to 7.5 percent. This limit does not apply to 
the Employee Stock Ownership Plan 
<ESOP>. the Secretary, to a railroad as de
scribed below, to underwriting syndicates 
holding stock for resale and, in the case of 
shares beneficially held by others, to com
mercial banks, broker-dealers, clearing cor
porations, or other nominees. This subsec
tion also limits, for a five year period, total 
foreign ownership to 20 percent. 

Subsection (b) limits railroad ownership. 
For five years, no Class I railroad may own 
more than 7.5 percent of Conrail stock, 
unless such railroad applies for merger au
thority with the ICC, in which case, the ICC 
shall give substantial weight to any views of 
the Secretary regarding the application. For 
five years, any railroad purchaser of no 
more than 7.5 percent of Conrail stock must 
vote such stock in the same proportion as 
all other common stock is voted. Any rail
road which purchases more than 7.5 percent 
must vote as directed by the ICC, if no such 
direction is provided, in the same proportion 
as all other common stock is voted. 

For the first three years, there are addi
tional restrictions on Norfolk Southern Cor
poration and CSX Corporation. They are 
forbidden to own more than 7.5 percent of 
Conrail's stock and the ICC is forbidden to 
consider any merger or control application 
between Conrail and Norfolk Southern or 
between Conrail and CSX. These additional 
restrictions expire in three years or if any 
loan guarantee is made to Conrail under 
Section 4725. After these specific provisions 
expire, NS, CSX, and their successors and 
assigns will continue to be bound by the re
strictions applicable to other railroads. 

Section 4723. Board of Directors 
This section provides for a transition from 

Conrail's current Board of Directors (six 
members appointed by the USRA, five mem
bers appointed by the Department of Trans
portation <DOT), and the Chairman and the 
President of Conrail) to a Board elected by 
the public shareholders of Conrail. 

We intend that there will be special meet
ings of Conrail stockholders to elect new di-

rectors as soon as practicable after the dates 
on which this section requires new directors 
to be elected by public stockholders of Con
rail, and that all directors referred to in this 
section will continue to serve as directors 
until their successors have been qualified 
and elected or appointed, as the case may 
be. 

We intend that the first director elected 
by the Conrail public stockholder will re
place the director with the shortest length 
of service as a director of Conrail. If the 
first Conrail director replaced was appoint
ed by DOT, or is a replacement for a direc
tor appointed by DOT, the second director 
replaced will be the director <or replacement 
of such a director> having the shortest 
length of service from among the so-called 
"USRA directors." The third director re
placed will be a DOT director, the fourth di
rector replaced will be a USRA director, and 
so forth, with shortest length of service 
within each class determining the order of 
replacement. If the first Conrail director re
placed is a USRA director, the reverse order 
of replacement will occur. 

We intend that eight directors will be 
elected by the Conrail public stockholders 
after more than half of the Conrail stock 
owned by the United States has been sold, 
without regard to increments of 12.5 per
cent ownership interest sold by the United 
States. 

The Secretary is not a public stockholder 
under this section. 

Section 4724. Provisions for Employees 
This section establishes various provisions 

for Conrail's employees in recognition of 
the role they have played in Conrail's suc
cessful turnaround. 

Subsection (a) requires Conrail to assume 
financial liability for the current section 701 
labor protection program, until the sale 
date. 

Subsection (b) provides for dispute resolu
tion procedures during this transitional 
period. 

Subsection <c> repeals section 701 effective 
on the sale date. 

Subsection (d) requires Conrail to provide 
protection to its employees, on and after the 
sale date, pursuant to its September 17, 1985 
agreement with representatives of its em
ployees, or as otherwise agreed between the 
parties. The United States shall have no li
ability for benefits under this subsection. 

We understand and intend that the bene
fits provided under the Conrail supplemen
tal unemployment benefit plan ("SUB 
plan") contemplated by the Definitive 
Agreement shall be considered for all pur
poses as benefits received by employees 
under a nongovernmental plan for unem
ployment insurance, and not as remunera
tion for services rendered to Conrail. 

Subsecton <e> requires Conrail to pay, in 
compensation for past wages below industry 
standard, $200 million to present and 
former agreement employees in accordance 
with its September 17, 1985 agreement, or as 
otherwise agreed between the parties. We 
expect Conrail to pay other obligations to 
the Railway Labor Executives' Association 
only for legitimate verified claims for actual 
services rendered <such as legal fees>. 

This subsection of the bill provides for in
dividual payments to all present and former 
employees who accepted wages below indus-
try standard. 

Subsection <f> provides for the distribu
tion of shares in Conrail's ESOP to partici
pants and beneficiaries. After the distribu
tion of stock, the ESOP terminates. We 
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intend the allocation of shares in the ESOP 
will be as contemplated in the Definitive 
Agreement, i.e., to those persons who were 
Conrail employees at any time between 
April 1, 1981 and June 30, 1984. We intend 
that the ESOP will make any distributions 
required by the law to maintain its tax
qualified status. 

Section 4725. Essential Rail Seroice Loan 
Guarantee 

This section allows the Secretary, during 
the ten year period beginning on date of en
actment, and at the request of Conrail, to 
guarantee a loan or loans up to a total of 
$500 million, if the Secretary determines 
such a guarantee is in the public interest 
and necessary for Conrail to continue to 
provide essential rail service. The Secretary 
may prescribe necessary and appropriate 
terms and conditions, which may include 
representation on Conrail's Board of the 
Secretary and the Secretary of the Treas
ury, or their designees. 

Section 4726. Certain EnJorcement Relief 
This section provides for enforcement. 
Subsection <a> provides that the Secre-

tary, with respect to any guarantee in Sec
tion 4721 or ownership limitation in Section 
4722, or any person, including Conrail, who 
suffers direct economic injury as a result of 
an alleged violation of the capital expendi
ture, dividend, or cash balance guarantees 
or the ownership limitations, may bring an 
action to enforce compliance with such pro
vision. 

Subsection <b> provides that any action 
brought under this part shall be brought 
before the Special Court. The Special Court 
may limit the enforcement of a guarantee 
under section 4721 only if the effect of such 
restriction would be substantially to impair 
the continued viability of Conrail. 

Subpart C-Miscellaneous Technical and 
Conforming Amendments and Repeals 

Section 4731. Abolition of the United States 
Railway Association 

Section 4731 abolishes the USRA, effec
tive January 1, 1987. The section also pro
vides that the securities of Conrail held by 
the USRA and the responsibilities of the 
USRA are to be transferred to DOT. Effec
tive as of January 1, 1987, the Financing 
Agreement between Conrail and the USRA, 
except for provisions specifying repayment 
terms and conditions to the United States, 
shall terminate. The repayment terms and 
conditions terminate on the sale date. 
Section 4732. Applicability of the Regional 

Rail Reorganization Act of 1973 to Con
rail After Sale 
This section specifies that the 3R Act 

shall not apply to Conrail and to activities 
and other actions and responsibilities of 
Conrail and its directors and employees 
after the sale date, with specified excep
tions. 

Section 4733. MisceUaneous Amendments 
and Repeals 

This section makes miscellaneous amend
ments and repeals to the 3R Act, the North
east Rail Service Act of 1981 <NERSA>, and 
other Acts. 

This section also amends section 217<c> of 
the 3R Act, which WaS enacted by section 
1140<c> of NERSA and which . exempted 
Conrail from liability for state taxes until 
the property of Conrail is transferred. The 
amendment is intended to clarify the period 
of the exemption, which permanently re
moved a financial burden from Conrail. 

This section also provides that, in the 
event Conrail files for bankruptcy, the Sec-

retary is required to develop and submit to 
the appropriate court a reorganization plan 
which maximizes rail service and transpor
tation competition. Such court shall give 
substantial weight to the Secretary's plan. 

Section 4734. Liability of Directors 
This section exempts Conrail's directors 

and others from liability if, with respect to 
the involved subject matter, the person was 
fulfilling a duty which such person in good 
faith reasonably believed to be required by 
law or vested in such person in his capacity, 
in connection with any action taken under 
this Part. However, this section does not 
apply to claims arising out of various securi
ties laws, which claims are in connection 
with a public offering under section 4712 of 
this Act. 

Section 4735. Charter Amendment 
This section requires Conrail to amend its 

Articles of Incorporation to contain the fol
lowing provision: "It shall be a fundamental 
purpose of the Corporation to maintain con
tinued rail service in its service area." This 
provision shall not be subject to amendment 
or repeal and shall be primary to other 
lawful business purposes in which Conrail 
may engage under the laws of Pennsylvania, 
where Conrail is incorporated. 

Section 4736. Status of Conrail After Sale 
This section makes clear that Conrail re

mains a rail carrier, as defined in the Inter
state Commerce Act, after the sale. 

Section 4737. Effect on Contracts 
This section specifies that nothing in this 

Act affects Conrail's obligation to carry out 
its transportation contracts, equipment 
leases, equipment trusts, and conditional 
sales agreements, in accordance with their 
terms. 

We intend that Conrail will continue to be 
bound after the sale by any contract, agree
ment, judicial decree or similar instrument 
to which the corporate entity was a party 
prior to the sale. This section, therefore, 
does not abrogate other instruments that do 
not fit the descriptions contained in this 
provision. We also intend that nothing in 
this Act shall affect any Conrail agreements 
with states or localities. 

Section 4738. Resolution of Certain Issues 
Subsection <a> makes clear that the em

ployee provisions in section 4724 completely 
and finally resolve any rights under section 
40l<e> of the 3R Act and certain other 
claims. 

Subsection (b) provides that Conrail shall 
not be considered to be in breach, default, 
or violation of any agreement to which it is 
a party, notwithstanding any provision of 
such agreement because of any provision of 
this Part or any actions Conrail is required 
to take under this Part. 

Subsection <c> withdraws the consent of 
the United States to be sued with respect to 
any claims for damages or other monetary 
compensation arising out of this Part. 

PART 3-PROMOTION OF RAIL COMPETITION 

Section 4751. RAIL Seroice Continuation 
This section amends the Interstate Com

merce Act <ICA> to provide protection for 
employees adversely affected by sales of 
lines. 

Employees adversely affected by a line 
sale under section 10901 would receive pro
tection under the conditions provided in 
New York Dock, subject to a cap of $25,000, 
except for employees provided long-term 
employment with the acquiring carrier. 

The legislation would require implement
ing agreements in line sales. 

In the case of transactions under section 
10905, the protection would depend on the 
type of transaction. The protection in line 
sales would be the same as that provided for 
line sales under section 10901. The protec
tion in abandonments under section 10905 
would be the same as that provided in aban
donments under section 10903. 

This section also provides that the ICC 
could not interfere in collective bargaining 
under the Railway Labor Act, except insofar 
as necessary to allow, by agreement or arbi
tration if required, the railroad to carry out 
the transaction approved by the ICC 
through adjustment of work forces, such as 
selection and assignment of forces. 

Section 4751<a> of the bill amends Section 
10901 of the Interstate Commerce Act by 
providing that the Interstate Commerce 
Commission shall provide affected employ
ees those protections provided employees by 
section 11347 of the ICA, subject to a cap of 
$25,000. The Commission now has discre
tionary authority to provide such protection 
to employees but has made formal policy 
rulings that it will not do so. 

There are two differences, however, be
tween the protections required by other 
provisions of the ICA and the protections 
required by this amendment. Unlike the 
payments made under the conditions re
quired by sections 10903 and 11347 and 
other sections of the ICA, the payments to 
be made under this section are limited to 
$25,000 per affected employee. Also, unlike 
typical employee protection proVISions, 
these protections would not apply to em
ployees who obtain "long-term employ
ment" with the acquiring carrier. "Long
term employment" is intended to mean per
manent employment in a bona fide job 
which would continue for not less than 3 
years. 

The amendment would also require so
called implementing agreements to be en
tered into, either voluntarily or by arbitra
tion, between the selling carrier, buying car
rier and the affected employees. The imple
menting agreements between the selling 
carrier and the employees shall be the same 
as those executed under the requirements 
of the employee protection conditions im
posed by the Commission under Section 
11347 in purchase cases. The agreement be
tween the buying carrier and the employees 
shall be limited to the selection of forces to 
service the newly purchased line. This provi
sion provides a means of assuring employ
ees, particularly older, senior employees of 
the opportunity for continued employment 
in the railroad industry and involves only 
the identity of the employees to transfer. 
Binding arbitration should be required to be 
completed by the ICC within 15 days. 

Section 475l<b> amends section 10905 in 
the same manner and to the same extent as 
section 475l<a) amends section 10901. The 
reference to section 10901 at the end of sub
section <b> is, of course, a reference to that 
section as amended by this bill in the new 
subsection (f) of section 10901. 

Section 4751<c> of the bill is a free-stand
ing provision which restores the autonomy 
of the Interstate Commerce and Railway 
Labor Acts which had become blurred as 
the result of recent decisions of the Inter
state Commerce Commission. The authority 
of the Commission to supersede certain laws 
where necessary in transactions approved 
under section 11344 is limited in the area of 
labor relations to the adjustment of work 
forces such as selection and assignment of 
such forces to perform the work in the new 
operation. We do not, by adopting this pro-
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vision, intend to provide a means for pre
venting the effective consummation of 
mergers and other transactions. We intend 
that when issues other than the adjustment 
of work forces arise, the parties should 
enter into collective bargaining which will 
swiftly accomplish the objectives of the 
transaction. 

Section 4752. Agriculture Contract 
Disclosure 

This section amends the contract rate pro
vision of the Interstate Commerce Act to es
tablish minimum standards for the disclo
sure of terms of contracts for the transpor
tation of agricultural commodities. In par
ticular, the terms to be disclosed include, 
but are not limited to, identity of the ship
per party to the contract: the specific ori
gins, transit points and other shipper facili
ties subject to the contract, and destinations 
served under such contract: the duration of 
the contract, including provisions for op
tional extension: the actual volume require
mentS, if any; whether any transportation 
service has begun under a contract before 
the date such contract is filed with or ap
proved by the ICC; and the date on which 
the contract became applicable to the trans
portation services provided under the con
tract. The ICC is directed to interpret this 
provision to provide for liberal discovery to 
shippers seeking remedies under the remedi
al provision applicable to agricultural com
modities. 

This section also requires that any amend
ment, supplement, or change to any term or 
provision of an agricultural contract shall 
be deemed to be a new contract and most be 
filed separately with the ICC. 

This section requires the ICC to issue reg
ulations, within 60 days after enactment, to 
implement the new disclosure requirements. 

Finally, the section requires the ICC's 
contract rate advisory service to assess the 
impact on competition among agriculatural 
shippers of variations between contract 
rates and the published single car rates and 
to submit a report to Congress no later than 
120 days after enactment. 

Section 4753. Boxcar Provision 
This section confirms the legal authority 

of the ICC to promulgate that portion of 
the rule adopted by the ICC in Ex Parte No. 
346 <Sub. No. 19}, served September 12, 
1986, consisting of protections for small rail
roads. This section will resolve any doubts 
that may have been raised in ICC dissenting 
opinions regarding the ICC's legal authority 
to adopt those small railroad protections. 

Mr. DINGELL. Mr. Chairman, I 
yield 7¥2 minutes to the gentleman 
from New York [Mr. LENT]. 

The CHAIRMAN. Without objec
tion, the gentleman from New York 
[Mr. LENT] is recognized for 7¥2 min
utes. 

There was no objection. 
Mr. LENT. Mr. Chairman, the recon

ciliation instructions received by the 
Committee on Energy and Commerce 
required the committee to recommend 
changes in laws to save $5.6 billion in 
outlays over the next 3 fiscal years. Of 
that amount, $3.25 billion were as
sumed to be saved through Medicare 
provider payment reforms. The re
maining $2.35 billion were assumed to 
come from savings in the energy area. 
Subsequently, the energy savings were 
reduced by $750 million due to judicial 
action. 

In the course of meeting its energy 
savings targets, the committee in
creased annual charges for the Nucle
ar Regulatory Commission. The fees 
collected now will cover virtually all 
the cost of NRC regulation. The com
mittee also increased user fees for the 
Federal Energy Regulatory Commis
sion and repealed a statutorily re
quired industrial energy conservation 
survey. Finally, the committee provid
ed for the U.S. Treasury to receive 
funds recovered from those who vio
lated petroleum price and allocation 
regulations to the extent the parties 
injured by those violations cannot be 
determined and to the extent petrole
um overcharge recoveries are not gov
erned by previous court orders. 

The Medicare and Medicaid amend
ments reported by the Committee on 
Energy and Commerce fall far short of 
achieving the savings required by the 
budget resolution for fiscal year 1987. 
The minimal savings that are achieved 
through changes to the Medicare Pro
gram are significantly reduced by 
many provisions increasing Federal 
spending in both of the entitlement 
programs under the committee's juris
diction. Both the Committee on 
Energy and Commerce and the Com
mittee on Ways and Means have been 
instructed to achieve savings of $550 
million in fiscal year 1987 in the Medi
care Program. This savings target can 
be reached only if new spending provi
sions are minimized. Although there 
may be merit to the spending propos
als contained in this legislation, a rec
onciliation bill is an inappropriate ve
hicle for them. 

In order to meet the deficit reduc
tion target required by the Gramm
Rudman legislation and to avoid fur
ther sequestration, I anticipate that 
any new spending provisions in the 
health area will be closely scrutinized 
in conference. It is my hope that the 
conferees from the Senate Finance 
Committee and both the House Ways 
and Means and Energy and Commerce 
Committees can reach agreement on a 
health package which achieves neces
sary savings through meaningful re
forms to the Medicare Program. 

Finally, the committee enacted legis
lation authorizing the sale of Conrail. 
The Conrail Privatization Act would 
transfer Conrail to the private sector 
through a public offering adminis
tered by the Secretary of Transporta
tion. Conrail must transfer $300 mil
lion in cash to the Government within 
30 days of enactment. The Secretary 
must then sell the Conrail common 
stock owned by the Government to 
the public. The Secretary may sell the 
stock only if the estimated sum of the 
gross proceeds to be realized by the 
Government from the public offering 
and the value of any stock warrants 
issued to the Government are at least 
$1.7 billion. 

The legislation seeks to ensure that 
Conrail continues to provide rail serv
ice in the Northeast. It does this 
through minimum capital expenditure 
requirements, ownership limitations, 
and restrictions on any "break-up" of 
Conrail. Once Conrail is sold, it will 
function as a private corporation with 
an independent board of directors 
making decisions in the best interest 
of the corporation. 

A detailed description of the Conrail 
Privatization Act is set forth in a joint 
statement which Congressmen DIN
GELL, MADIGAN, FLORIO, WHITTAKER, 
and I are submitting for the RECORD 
today. I understand that Congressmen 
BLILEY and ECKART, the sponsors of a 
committee amendment dealing with 
public offering managers, are submit
ting a statement further describing 
that provision, section 4711<a), in 
which I will join. 

Mr. Chairman, in conclusion, I 
would like to take this opportunity to 
discuss an issue which has arisen deal
ing with the lack of rail competition in 
the New York Metropolitan area. Spe
cifically, the New York, Susquehanna 
and Western Railroad [NYS&Wl oper
ates the Rahway Valley /Staten Island 
railroads in the New York/New Jersey 
Port area which are separated by a dis
tance of roughly 20 miles with the 
mainline of the NYS&W. In order to 
provide a competitive alternative to 
Conrail in the port region, Conrail 
should make a good faith effort to ne
gotiate overhead trackage rights to 
connect the two geographically sepa
rate parts of the NYS&W system. If 
Conrail and the NYS&W are unable to 
reach agreement on their own initia
tive, NYS&W should be free to reach 
a trackage rights agreement with New 
Jersey Transit, without interference 
from Conrail. Clearly, this intercon
nection would provide shippers a 
transportation alternative into the 
region and would inject an element of 
competition where there previously 
was none. 

Mr. LENT. Mr. Chairman, I yield 
such time as he may consume to the 
gentleman from Texas [Mr. FIELDs]. 

The CHAIRMAN. Without objec
tion, the gentleman from Texas [Mr. 
FIELDS] is recognized for such time as 
he may consume. 

There was no objection. 
Mr. LENT. Mr. Chairman, will the 

gentleman yield? 
Mr. FIELDS. I yield to the gentle

man from New York. 
Mr. LENT. Mr. Chairman, during 

the Energy and Commerce Committee 
markup of its reconciliation actions on 
energy and related matters, my distin
guished colleague from Texas, Mr. 
FIELDS, offered an amendment to sub
title C, the Petroleum Overcharge and 
Distribution Act of 1986, as amended 
by Mr. SHARP's amendment. The 
amendment, which was overwhelming-
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ly approved by a voice vote, deleted 
section 4202(b)(2) in its entirety and 
substituted in lieu thereof the follow
ing: 

<2> amounts governed by the settlement, 
approved on July 7, 1986, in In Re: The De
partment of Energy Stripper Well Exemp
tion Litigation, M.D.L. No. 378, in the 
United States District Court for the District 
of Kansas. 

I would like to inquire of the author 
of the amendment whether the pur
pose of the amendment was to exempt 
fully .from this legislation the settle
ment agreement in the stripper well 
litigation and the Court's judgment of 
July 7, 1986, which approved the set
tlement agreement? 

Mr. FIELDS. The distinguished gen
tleman from New York [Mr. LENT] is 
correct. The purpose of my amend
ment was to preserve fully the stripper 
well settlement agreement and the 
Court's judgment and to exempt both 
the settlement and the judgment from 
the scope of the legislation. Further, 
my amendment neither expanded nor 
reduced the scope of the judgment. 

My amendment assured that the leg
islation would neither alter the rights 
or obligations of any of the parties to 
the agreement or under the judgment, 
nor alter the terms and conditions of 
the agreement and judgment. Thus, 
my amendment exempted from the 
legislation all crude oil overcharge 
funds, including MDL 378 escrowed 
and deficiency funds and funds in 
other administrative and judicial pro
ceedings regardless of whether such 
funds are in escrow or whether such 
cases had commenced on the date of 
enactment of my amendment. 

Mr. LENT. Mr. Chairman, I yield 30 
seconds to the gentleman from Kansas 
[Mr. WHITTAKER]. 

The CHAIRMAN. Without objec
tion, the gentleman from Kansas [Mr. 
WHITTAKER] is recognized for 30 sec
onds. 

There was no objection. 
Mr. WHITTAKER. Mr. Chairman, subtitle H 

of the budget reconciliation legislation pro
vides for the sale of Conrail to the private 
sector through a public offering of its stock. 

This legislation marks a significant step in 
ensuring rail service in the Northeast and Mid
west and ending the involvement of the Fed
eral Government in freight railroading. This in
volvement has cost the American taxpayer 
over $7 billion in the last 1 0 years. 

The process of structuring a sale of Conrail 
has been long and arduous. The Secretary of 
Transportation conducted a thorough and ob
jective review of alternatives for a sale, and 
should be commended for her perseverance 
and dedication to this effort. 

The legislation approved by the Committee 
on Energy and Commerce meets the criteria 
for the sale, set out in the Northeast Rail 
Service Act, of preserving essential rail serv
ice, and maximizing the Government's return 
on its investment. The legislation directs that 
Conrail be sold through a public offering of its 
stock for a minimum price of $1.7 billion. Cov-

enants are also included which are designed 
to protect Conrail's financial strength and 
service in the region. 

The legislation also includes provisions out
side of the realm of the sale itself. One such 
provision addresses the inability of small agri
cultural shippers in pursuing statutory reme
dies in contesting contracts. Specifically, the 
provision would require greater disclosure of 
the terms of contracts to better enable ship
pers to effectively challenge a contract on the 
basis that it is "discriminatory" or "constitutes 
a destructive competitive practice." 

In closing, Mr. Chairman, this legislation is a 
consensus document and represents the joint 
effort of the leadership of the Energy and 
Commerce Committee. It is structured with an 
eye toward ensuring Conrail's future strength 
and giving certainty to the shipping community 
that rail service in the region will be preserved 
for the long term. I congratulate my col
leagues on their successful effort. 

Ms. MIKULSKI. Mr. Chairman, I rise in sup
port of H.R. 5300, the Omnibus Budget Re
concilation Act. In particular, I want to express 
my strong support for that portion of this legis
lation which would return Conrail to the private 
sector through a public stock offering. 

Since 1981, Congress has wanted to return 
the Federal Government's interest in Conrail 
to the private sector. 

During this time, I have examined the vari
ous privatization proposals with three principal 
goals in mind: 

First, does it provide American taxpayers 
with a fair return on their investment? The 
Federal Government has invested a substan
tial amount of money in making Conrail a prof
itable railroad. As a result, any sale should 
maximize the return to the Federal Treasury to 
help reduce the deficit. 

Second, will it preserve rail competition in 
the marketplace? With the passage of the 
Staggers Act in 1980, the Congress ushered 
in a new era of rail competition. 

Any Conrail sale should maintain a frame
work within which shippers will have access to 
their markets and other railroads will be guar
anteed a level paying field within which they 
can compete. 

And third, does it provide the very best deal 
for Maryland? 

My State's economic growth depends heav
ily on a competitive rail transportation system. 
The Port of Baltimore and the Eastern Shore 
rely directly on Conrail for moving goods to 
market. 

Western Maryland, while not a direct user of 
Conrail, does rely on a transportation network 
where there is real competition because it is 
competition that guarantees continued rail 
service. 

The Conrail Privatization Act contained in 
H.R. 5300 clearly meets these three goals. 

It is a good deal for the taxpayer because it 
guarantees a minimum of $2 billion for deficit 
reduction from the sale. 

It is a good deal for consumers and ship
pers because it keeps Conrail as an independ
ent railroad, guaranteeing continued service 
and affordable rates by preserving rail compe
tition. 

And finally, it is a very good deal for Mary
land. 

I have always been concerned that a sale 
of Conrail to Norfolk Southern would have se
riously jeopardized rail service within Mary
land, particularly to the Port of Baltimore. 

But by keeping Conrail independent, which 
this legislation does, I am confident we will 
maintain the integrity of its rail service in our 
State. 

We will be able to move coal, grain, and 
other commodities through the port, helping to 
keep it a world-class port. 

We will guarantee continued service to the 
Eastern Shore so our poultry industry and 
other businesses can transport their goods by 
rail efficiently. 

And we will protect those men and women 
in places like Cumberland, Frostburg, and 
Brunswick in western Maryland who either 
work for the railroads or whose livelihood de
pends on continued, regular rail service. 

The Conrail Privatization Act represents a 
watershed in the history of our Nation's rail 
transportation system. When Conrail was 
formed out of the bankrupt Penn Central in 
the mid-1970's, few people thought we would 
see it a decade later as a strong and viable 
railroad. 

With passage of the Staggers Act in 1980, 
however, and under the very capable leader
ship of Stanley Crane, Conrail has become a 
viable railroad that is profitable and which pro
vides cost-effective service. 

I want to commend the chairman of the 
Energy and Commerce Committee, JOHN DIN
GELL, for his efforts on this legislation. He has 
worked tirelessly to make sure that Conrail re
mains a viable and profitable railroad once re
turned to the private sector. 

I also want to commend Commerce Sub
committee chairman, JIM FLORIO, for his very 
hard work on this issue. I have enjoyed work
ing with him and believe that the proposal he 
has fashioned is in the best interests of the 
taxpayer and business competition. 

Since Conrail was formed a decade ago, 
Congress has been its trustee, the steward 
designated to protect the interest of the Amer
ican people in this railroad. 

In passing this legislation today, I believe 
we will be exercising responsible stewardship 
over that interest and urge my colleagues to 
join me in voting for this bill. 

Mr. DINGELL. Mr. Chairman, I 
yield back the balance of my time. 

Mr. LOWRY of Washington. Mr. 
Chairman, I yield 3 minutes to the 
gentleman from New Jersey [Mr. 
FLORIO]. 

0 1400 
Mr. FLORIO. Mr. Chairman, in 

1981, the Congress set in motion the 
process for the sale of Conrail. The 
railroad was given the opportunity to 
become profitable, and the mechanism 
to begin the sale process was set in 
place. 

We are here today to reap the bene
fits of that action through a sale that 
will return at least $2 billion to the 
Federal Government. We are selling 
Conrail through a public offering that 
will protect rail service and competi
tion in the Northeast and Midwest. 
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Under the able leadership of Chair

man DINGELL, we have rejected the 
proposal of the administration to sell 
Conrail to a competing railroad. In
stead, we have chosen an option which 
will preserve the maximum · amount of 
rail service and will provide a higher 
return to the Government. 

For the last 2 months, Congressman 
MADIGAN and I, along with Congress
men DINGELL, LENT and WHITTAKER, 
have worked diligently to put together 
a public offering bill that would pro
vide us the opportunity to return Con
rail to the private sector. The bill 
before us does just that, and at the 
same time it protects jobs, protects 
service, and protects competition. 

Conrail is a success story. From a 
chronic money loser from 1976 to 
1981, it has become one of the most 
successful railroads in the country, 
both in terms of its earnings and its 
service to shippers. The Chairman of 
the company, Stanley Crane, deserves 
great credit, as do all the employees of 
Conrail. They have worked hard and 
well and they deserve the success they 
have earned. 

It is important to understand what 
this bill does. It transfers Conrail to 
the private sector for a substantial 
sum, but it imposes requirements that 
will ensure that Conrail remains pri
marily a railroad providing service to 
shippers. There are a series of guaran
tees that ensure that Conrail contin
ues to invest in its plant, prohibits the 
payment of dividends if Conrail does 
not make the required investment or if 
earnings are too low, prohibits merg
ers with other railroads in the region, 
and several others. It is these guaran
tees that make this sale possible in my 
view. Without them there would be in
sufficient assurance that Conrail 
remain in the railroad business, but 
with them the Government gets out of 
the railroad business, earns over $2 bil
lion, and protects rail service. 

After the sale Conrail will act like 
any other private corporation with the 
exception of these guarantees. The 
Board of directors of the Corporation 
will make decisions in the best interest 
of the Corporation. 

The sale itself will be carried out by 
the Secretary of Transportation under 
the strict requirements of the bill. The 
Secretary is to hire investment bank
ers to manage the sale of the Govern
ment's common stock. While the Sec
retary should recognize and consider 
the contribution made by investment 
bankers to a public offering, the most 
important goal is to hire investment 
bankers who will provide the best serv
ice to the Government at the lowest 
possible cost. The bill requires the Sec
retary to keep fees to the absolute 
minimum, which means, in the con
text of a large offering of this sort, 
below the percentage that is normally 
paid to investment bankers for a 
smaller transaction. 

The Federal Government owns Con
rail and should realize the highest pos
sible return from the sale. Conrail is 
required to turn over $300 million 
within 30 days of enactment, which is 
a small fraction of Conrail's current 
cash balance, and is a small amount 
compared to the enormous investment 
made by the Government in Conrail. 

Only when the Secretary determines 
that the United States will receive $1.7 
billion from the sale of the Govern
ment's common stock may the Gov
ernment begin a sale. This minimum 
price is simply a level below which the 
Government would be better off not 
selling the railroad. The Congressional 
Budget Office has estimated the value 
of Conrail to be far in excess of this 
amount, and if this amount cannot be 
achieved then the Government would 
be better off simply allowing Conrail 
to repay its obligations to the Govern
ment and postponing any sale. 

The Secretary has the option of sell
ing less than all the common stock of 
the Government at one time. For ex
ample, the Secretary could determine 
to sell one third at a time. Before the 
Secretary may choose this option, 
however, she must determine that the 
proceeds from all sales will equal $1.7 
billion. The determination must be a 
realistic one, with an accurate assess
ment of the proceeds from the first 
and any future offerings. 

The Secretary also has the authority 
to require the Corporation to issue 
warrants to the Government if the is
suance of warrants will increase the 
proceeds to the Government. If the 
decision is made to sell warrants, that 
decision should be made prior to the 
time the investment banking commu
nity begins its efforts to sell the 
common stock so investors will know 
the investment situation. 

The bill also requires the Corpora
tion to pay $200 million to the employ
ees for the wages the employees gave 
up after 1981. This amount includes 
all represented employees, including 
those who did not previously sign an 
agreement with Conrail. Conrail 
should pay a comparable amount to 
nonagreement employees for their 
wage give up. 

The bill maintains competition in 
the region, but Conrail should be 
aware that additional competition may 
be necessary in some parts of the 
region. The New York Susquehanna & 
Western Railroad [NYS&Wl provides 
a competitive access route to the Port 
of New York/New Jersey in competi
tion with Conrail. NYS&W operates 
the Rahway Valley /Staten Island 
Railroads in the port area which do 
not connect to the main line of 
NYS&W. It is in the public interest 
that the NYS&W and Rahway Valley/ 
Staten Island be connected to bring 
additional benefits of competition into 
the port area. I expect NYS&W and 
Conrail to make a good faith effort to 

negotiate overhead trackage rights 
over the most practicable Conrail lines 
to connect the two geographically sep
arate parts of the NYS&W system. If 
Conrail and NYS&W fail to reach 
agreement it is my intent that 
NYS&W be free to reach trackage 
rights agreement with New Jersey 
Transit without opposition from Con
rail. Such opposition would be incon
sistent with the competitive spirit of 
the 3R Act. 

The bill also contains provisions pro
tecting employees in the sale of short 
lines under section 10901 of the Inter
state Commerce Act. Unfortunately 
the ICC has misinterpreted the law ·so 
that this action was necessary to re
quire the imposition of labor protec
tion in these sales. The ICC should un
derstand that these provisions are in
tended to require labor protection in 
short line sales in the same way that 
labor protection is required elsewhere 
in the act. The ICC is not free to 
decide that labor protection is some
thing that they would rather not 
impose or that they would like to 
change. The law is clear and they 
should follow it. 

This bill is an important one, and I 
urge my colleagues to support it. 

Mrs. MARTIN of Illinois. Mr. Chair
man, I yield 8 minutes to the gentle
man from Ohio [Mr. GRADISON]. 

Mr. GRADISON. Mr. Chairman, the 
reconciliation bill now before us is not 
a sign of victory over the deficit, but 
an admission of defeat. It is a sorry 
story of negatives and apologies, 
rather than action and success. 

Faced with opposition from those 
who don't want to cut domestic spend
ing, those who don't want to cut de
fense spending, and those who don't 
want to raise new revenues, this meas
ure gives in to them all. It ducks the 
tough choices with a rag-tag collection 
of counterproductive asset sales and 
dubious revenue enhancements. 

For every dollar received from an 
asset sale, a dollar must be added to 
deficit-reduction baseline. This means 
that passage of this measure is worse 
than a "scam"-to use the word of my 
distinguished budget committee col
league from Texas, Mr. LEATH-for it 
actually raises the deficit-reduction 
glidepath. The consequences of this 
shortsighted plan is to guarantee that 
we will not even come close to next 
year's deficit target of $108 billion. In 
fact, we may find ourselves further 
from it. 

In this Member's view, this reconcili
ation package will backfire; I can 
speak only for my constituents. They 
know the difference between real defi
cit reduction and blue smoke and mir
rors. and I am clear as to their prefer
ence. 

Given the political imperatives that 
come to dominate at this point in an 
even-numbered year, I can predict 
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with confidence that this bill will pass 
with votes to spare. Yet, approval will 
tell the world .that the $144-billion def
icit target for fiscal year 1987 will not 
be met, that the goal of $108 billion 
for fiscal year 1988 is out of the ques
tion, that the United States will con
tinue its heavy dependence on foreign 
capital, and that our trade deficit will 
stay badly out of balance. 

As recently as a week ago, our nego
tiators were moving in the direction of 
achieving a meaningful part of the 
needed deficit reduction through 
spending reductions-half domestic, 
half defense. But that gave way to the 
need to reach a compromise and the 
difficulty of the choices. I have the 
highest respect for those in both par
ties and in both Houses who developed 
the bill before us. But this Member, 
for one, would prefer sequestration to 
this reconciliation. For all its faults, at 
least sequestration, by actually lower
ing the deficit scorekeeping baseline, 
would keep the deficit on a downward 
path. 

While Gramm-Rudman has rightful
ly forced us to focus on the deficit, 
that focus has been misdirected by po
litical and budgetary legerdemain. And 
this bad bill is only the tip of the ice
berg. Three other budget accounting 
masquerades come to mind: 

First, the recapitalization of the 
Federal Savings & Loan Insurance 
Corporation [FSLICJ uses a clever 
gimmick to hide off-budget approxi
mately $15 billion. I can hardly wait to 
see the accounting mechanism that 
will be developed to hide the cost of 
the next bailout which will probably 
be the Farm Credit System. 

Second, the chartering of the Corpo
ration for Small Business investment 
[COSBIJ which reports savings of $850 
million only because CBO was in
structed by the House Budget Com
mittee to score it as a savings, for rec
onciliation purposes. 

Third, the creation of yet another 
off -budget Government-sponsored en
terprise-the College Construction 
Loan Insurance Association which 
would provide a significant off-budget 
windfall to Sallie Mae. 

Mr. Chairman, rather than dwell on 
the obvious, I close by expressing my 
deep disappointment that serious ef
forts to tackle the monstrous deficit 
have collapsed and come to this unin
tended result. If, as I expect, this bill 
is enacted, we will be back next year 
with a larger deficit, indeed with a def
icit that will make this year's problems 
look like a tea party. 

This member of the Budget Commit
tee will vote "no" on reconciliation. 

Mr. Chairman, I yield my remaining 
time to the gentleman from Pennsyl
vania [Mr. GooDLING] my colleague on 
the Budget Committee. 

The CHAIRMAN. Without objec
tion, the gentleman from Pennsylva
nia is recognized. 

There was no objeciton. 
Mr. GEKAS. Mr. Chairman, will the 

gentleman yield? 
Mr. GOODLING. I am happy to 

yield to the gentleman from Pennsyl
vania. 

Mr. GEKAS. Mr. Chairman, I rise in 
opposition to the present bill. 

Mr. GOODLING. Mr. Chairman, 
neither the House nor the Senate 
package contains any significant in
creases in taxes or cuts in Federal 
spending, although in the House we do 
include $1 billion across the board 
which I understand the administration 
is opposed to because, of course, it 
would also reduce defense spending. 

It is too late, I suppose, to talk about 
this year. It is probably the best we 
are going to get, or perhaps we might 
s~y the worst we are going to get, 
whichever choice you want to make. 
But we do want to keep in mind that 
when we come back next year we have 
a real serious problem facing us. 

This package sells assets. You can 
only do that one time, and some of 
them they are selling they have been 
selling ever since I have been in the 
Congress, I think, so I do not know 
whether they will get them sold this 
time or not. But you can only do it 
once, and in the out years, of course, 
you lose money because you do not 
have any of the interest coming in on 
those assets. 

Then we are told that by adding tax 
collectors we are going to receive a 
great deal more money for the Treas
ury of the United States. It was sug
gested, as a matter of fact, in the com
mittee, that if we can do it that way, 
why do we not just add enough, and 
we will just wipe out the entire deficit. 
That may not be to facetious, because 
I think it is probably no different than 
what we have just done here. 

We then talk about shifting $680 
million from the 1987 deficit. I cannot 
do that at home and get away with it. 
I doubt whether we are going to get 
away with it here. It just means it is 
going to be that much more difficult 
when we come back next year. 

As was mentioned by my colleague, 
it was only a few days ago when I 
think there was enough courage in the 
Budget Committee to cut at least $5 
billion across the board, $2.5 billion 
domestic and $2.5 billion defense. Un
fortunately, we have to deal with the 
administration and the other body in 
putting the package together, so that 
went by the board. 

I think the young lady who wrote 
some information down on this sheet 
for me sums it up best of all with her 
last line. I do a "plain talk" which is a 
letter that goes out to the press on 
some topic each week. She says we will 
be able to write another really enter
taining plain talk about this, but it 
may be the only positive characteristic 
of the entire bill. I am afraid that is 

probably true, and I yield back the 
balance of my time. 

The CHAIRMAN. The gentleman 
from Pennsylvania [Mr. GOODLING] 
yields back 1 minute. 

Mr. LOWRY of Washington. Mr. 
Chairman, I yield 15 minutes to the 
distinguished chairman of the Ways 
and Means Committee, the gentleman 
from Illinois [Mr. ROSTENKOWSKI]. 

0 1410 
Mr. ROSTENKOWSKI. Mr. Chair

man, I rise today to urge support for 
this reconciliation bill for three major 
reasons. 

First, the committee's deficit reduc
ing recommendations are not blue 
smoke and mirrors. Real deficit reduc
tion is achieved. In addition to the $6.2 
billion of Medicare savings achieved by 
regulations, the bill under the 
Gramm-Rudman baseline assumptions 
reduces the deficit by some $13.5 bil
lion over the next 3 fiscal years. 

Medicare outlays are reduced by lim
iting the increase in the hospital reim
bursement rate for both fiscal year 
1987 and 1988, and capping the growth 
in cost reimbursement for hospital 
capital expenses. It should be under
stood that the latter is a stopgap pro
vision. It is the intent of the Commit
tee on Ways and Means to enact legis
lation that will fold capital reimburse
ment into the existing prospective 
payment system. 

Several revenue provisions are in
cluded in the bill. However, there are 
no tax rate increases. The revenue 
provisions are either extensions of tax 
rates already in effect, speedups in the 
collection of existing taxes, increased 
penalties to encourage compliance, or 
user fees. 

The bill would extend the 3-percent 
telephone tax and the two-tenths of 1 
percent Federal tax on wages for un
employment compensation for 2 years. 

Tax collections of State and local 
payroll taxes and wine,. beer, and to
bacco excise taxes are accelerated. 

Title X also includes a new provision 
of law which would impose a "customs 
user fee" on all commercial entries of 
imported merchandise of 0.5 percent 
ad valorem beginning December 1, 
1986, and 0.2 percent ad valorem on 
October 1, 1987, and thereafter. 

The proceeds of such fees would be 
deposited in a separate account within 
the general fund of the Treasury and 
would be available, subject to appro
priation, to the Customs Service for 
carrying out its operations. 

The purpose of this Customs user 
fee on merchandise entries is to ensure 
that the costs of maintaining Customs 
Services are paid for by users of such 
services. The committee made certain 
that receipts from such fees would be 
dedicated to Customs operations and 
that periodic adjustments in the fee 
structure would be recommended by 
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the Secretary of the Treasury in order 
to ensure that such fees do not exceed 
the overall costs of Customs oper
ations. The committee approved a 
higher fee for the first 10 months in 
order to cover any startup costs and to 
compensate for anticipated reductions 
in the level of imports below those 
projected by the Congressional Budget 
Office as a result of the lower value of 
the dollar. 

The fee arrangement adopted by the 
committee is fully consistent with our 
GATT obligations. Article 2 of GATT 
authorizes signatories to impose fees 
on imports commensurate with the 
costs of services rendered. Several 
other countries, including France, Por
tugal, Spain, and Sweden, impose fees 
for the processing of commercial en
tries. 

Second, the bill also contains impor
tant policies which aid many individ
uals. The bill eliminates the 3-percent 
COLA trigger in the Social Security 
Program. Without this legislation, 
beneficiaries in the Social Security, 
veteran pensions, supplemental securi
ty income, and railroad retirement 
programs would receive no cost-of
living increase this January. 

The Medicare hospital deductible, 
which was scheduled to increase to 
$572 in 1987, an increase of $80, was 
held to an increase of only $8. Impor
tant reforms are contained in the bill 
which, among other things, ensure 
that Medicare beneficiaries are not 
moved out of a hospital setting prema
turely due to incentives in the prospec
tive payment system and ensure that 
adequate posthospital services are 
available. 

The committee again recommends 
the mandating of the AFDC-two 
parent program so that unemployed 
fathers will not have to leave home in 
order for their children to receive 
AFDC and Medicaid benefits. 

The reconciliation bill has several 
provisions which are designed to limit 
out-of-pocket medical costs for Medi
care beneficiaries. Incentives are pro
vided to encourage physicians to 
become "participating physicians" 
which implies that the beneficiary is 
not charged more than Medicare 
allows. Information is made available 
to assist beneficiaries who wish to 
select a participating physician. And 
perhaps, most importantly, when the 
freeze on actual charges for nonparti
cipating physicians ends this Decem
ber, it is replaced with a policy which 
limits the increase in how much physi
cians can charge elderly and disabled 
individuals beyond what Medicare 
pays. 

Also, the bill mandates that hospi
tals serving a disproportionate share 
of low-income patients would continue 
to receive periodic interim payments. 

Finally, I would urge m~ colleagues 
to support this bill because it avoids 
the Gramm-Rudman sequester order. 

While this bill is not a perfect product, 
it was not the easy way out. We could 
have used the $11 billion revenue in
crease for fiscal year 1987 in the tax 
reform conference report to avoid the 
sequester, forgotten the reconciliation 
bill, and gone home. However, increas
ing reconciliation savings to avoid the 
sequester, as we do with this bill, is 
clearly a more preferable approach. 

We should not belittle congressional 
efforts to reduce the deficit. The 1986 
budget deficit will probably be $225 
billion. If this bill is enacted, the fiscal 
year 1987 deficit will likely be between 
$140 and $150 billion. That is $80 bil
lion of deficit reduction in 1 year. 
Even if the actual fiscal year 1987 defi
cit comes in $30 billion higher, $50 bil
lion is significant progress. 

I have attached to my statement a 
further explanation and legislative 
history concerning the provisions 
which the committee adopted on Sep
tember 18 and 22, and which were not 
described in the committee report ac
companying H.R. 5300. 

MEDICARE PROVISIONS 

HOSPITAL RATE OF INCREASE 

Present law 
Under present law the medicare prospec

tive payment system <PPSJ rates are to be 
updated annually by the Secretary of 
Health and Human Services. The law states 
that the update should reflect increases in 
hospital input prices, but not to exceed the 
hospital market basket (index measuring 
hospital input prices). 

The Secretary of HHS promulgated regu
lations that would provide a .5% increase in 
the prospective payment rates for FY 1987. 

PPS-exempt hospitals are paid on a cost 
basis subject to caps on the maximum 
amount of allowable reimbursement. The 
Secretary of HHS has provided a .5% in
crease for FY 87. 

Explanation of provision 
The bill would require that PPS hospitals 

be provided a 1.0% increase in the payment 
amounts for FY 87 and an increase of hospi
tal market basket minus two percentage 
points for FY 88. 

PPS-exempt hospitals would be provided a 
1.0% increase in the cost limits for FY 87, 
and an increase of hospital market basket 
minus 2.0% for FY 88. 

The provisions would be effective for cost 
reporting periods beginning during FY 87 
and FY 88 for prospective payment system 
exempt hospitals; and for discharges occur
ring during FY 87 and FY 88 for prospective 
payment system hospitals. 
2. PROMPT PAYMENT FOR MEDICARE PROVIDERS 

Present law 
There are no current law requirements 

concerning prompt payment of claims. His
torically, medicare has processed both part 
A and part B claims in a timely manner. In 
recent administrative action HCFA has 
slowed down processing time for part A 
claims from an average of 9 days in FY 1985 
to 27 days at the end of FY 86; and for part 
B claims from 11 days in FY 85 to 27 days at 
the end of FY 86. 

Explanation of provision 
Payment of medicare part A "clean" 

claims would be required within 22 days, ef
fective for claims received on or after Octo-

ber 1, 1987. "Clean" claims are those claims 
which include substantiating documenta
tion. 

Payment of medicare part B "clean" 
claims for services provided by nonpartici
pating physicians and suppliers would be re
quired to be paid within 22 calendar days of 
receipt effective October 1, 1987. "Clean" 
claims submitted by participating physi
cians and suppliers would be required to be 
paid within 11 days of receipt by the medi
care carrier effective October 1, 1987. 

Provisions eliminating periodic interim 
payments for certain providers would beef
fective August 1, 1987. 

DELAY IN PROMULGATION OF REGULATIONS 

Present law 
Under current law, the Secretary of 

Health and Human Services has been given 
broad authority to issue regulations, in
structions to medicare carriers and fiscal in
termediaries, and other changes in policy to 
implement the medicare law. Generally, reg
ulations, instructions, or changes in policy 
must be issued in final form prior to August 
15 or prior to October 6 to be included in 
the August or October Gramm-Rudman 
baseline. As an exception to this general 
rule, proposed regulations updating the pro
spective payment amount for hospital oper
ating costs are included in the August or Oc
tober Gramm-Rudman baseline if they are 
issued prior to the August 15 or October 6 
deadline. Under P.L. 98-21, capital-related 
costs were excluded from the prospective 
payment system until October 1, 1986. P.L. 
99-369 extended this exclusion until Octo
ber 1, 1987. 

Reasons tor change 
The Secretary of Health and Human Serv

ices has recently used administrative regula
tory authority to make major changes in 
medicare policy without seeking new legisla
tive authority. To ensure that Congress has 
time to review such changes and to alter the 
approach, if appropriate, the Committee be
lieves that it is necessary to impose a tempo
rary moratorium on major rules (and other 
changes in policy) that would result in re
duced medicare outlays of $50,000,000 or 
more in fiscal 1988. The Committee is par
ticularly concerned about the ability of the 
Secretary to issue regulations changing the 
method of payment for capital-related costs. 
To ensure that the Congress has ample op
portunity to legislate a capital reimburse
ment policy, the Committee believes that it 
is necessary to impose a moratorium on pro
mulgation of final regulations concerning 
capital reimbursement and to clarify appli
cation of existing law to ensure that pro
posed regulations related to capital reim
bursement are not included in the Gramm
Rudman baseline calculations. 

Explanation of provision 
The Secretary of Health and Human Serv

ices would be prohibited from issuing in 
final form any regulation, instruction, or 
other policy before September 15, 1987, 
which is estimated by the Secretary to 
achieve medicare savings in fiscal year 1988 
of more than $50,000,000, except as required 
to implement specific· provisions required 
under statute. Regulations, instructions or 
other policy, issued in violation of this pro
vision would be null and void and should not 
be included in any baseline estimate project
ed medicare outlays by the Congressional 
Budget Office or the Office of Management 
and Budget. 

The exception for regulations, instruc
tions, or policies required to implement spe-
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cific provisions required under statute 
should be strictly construed. A provision 
that authorizes, but does not require, the 
Secretary to make certain adjustments 
would not suffice to trigger the exception. 
Similarly, a general requirement that reim
bursement rates for a class of services be set 
at a "reasonable" level should not be viewed 
as sufficient to trigger the exception. The 
exception would, however, apply to a provi
sion which requires the Secretary to take a 
specific action or to implement a specific 
provision by a certain date. The exception 
would also apply to a provision which re
quires the Secretary to make a specific 
change in reimbursement policy. 

A special rule applies to regulations con
cerning reimbursement of capital-related 
costs. The Secretary would be prohibited 
from publishing in final form any regula
tion regarding changes in the methodology 
for computing the amount of payment for 
capital-related costs for inpatient hospital 
services under medicare part A. The prohi
bition would be effective between Septem
ber 1, 1986 and September 1, 1987. <For pur
poses of this provision, the term "capital-re
lated costs" refers to those capital-related 
costs that are specifically excluded under 
Section 1886<a><4) of the Social Security Act 
from the term "operating costs of inpatient 
hospital services" <as defined in that sec
tion) for cost reporting periods beginning 
prior to October 1, 1987.) Any regulation 
published in violation of this provision 
would be void and should not be considered 
either by the Congressional Budget Office 
or the Office of Management and Budget in 
any baseline estimate of projected budget 
outlays. 

Finally, the Committee amendment clari
fies references in current law to regulations 
issued in final or proposed form pursuant to 
Sections 1886(b)(3)(B), 1886<d)(3)(A), and 
1886(e)(4) of the Social Security Act. Under 
the Committee amendment, no such refer
ence should be construed as including any 
regulation with respect to capital-related 
costs. Sections 1886(b)(3)(B), 1886(d)(3)(A), 
and 1886(e)(4) concern the Secretary's au
thority to issue regulations specifying the 
"applicable percentage increase" used to 
update the target rates for prospective pay
ment system <PPS> exempt hospitals and 
the average standardized payment amounts 
for PPS hospitals reimbursed under PPS. 
Under the Committee amendment, the ref
erence in Section 25Ha><6><D><ii> of P.L. 99-
177 to Sections 1886(b)(3><B>. 1886<d><3><A> 
and 1886(e)(4) of the Social Security Act 
would apply only to regulations specifying 
the "applicable percentage increase" and 
not to regulations related to the inclusion of 
capital-related costs into prospective pay
ment. Therefore, no proposed regulation al
tering the method of payment for capital
related costs should be included by the Con
gressional Budget Office or the Office of 
Management and Budget in estimates of 
projected outlays under final or proposed 
regulations issued pursuant to Sections 
1886<b><3><B>. 1886<d)(3)(A), or 1886<e)(4). 

The provision is effective on enactment. 

REVENUE PROVISIONS 

1. INCREASES IN CERTAIN TAX PENALTIES 

a. Penalty for failure to make deposit of 
taxes 

Present Law 
A number of taxpayers <such as employ

ers> are required to make periodic deposits 
of various taxes <such as social security 
taxes or income taxes withheld from em-

ployees) prior to the close of the taxable 
year. Taxpayers who fail to comply with 
these. deposit requirements may be subject 
to a penalty of 5 percent of any underde
posit not deposited on or before the pre
scribed date, unless it is shown that the fail
ure is due to reasonable cause and not due 
to willful neglect <Code sec. 6656). 

Reasons for Change 
The committee believes that, in light of 

the present budgetary situation, it is appro
priate to increase the level of this penalty, 
which will provide additional encourage
ment for taxpayers to make these deposits 
punctually. 

Explanation of Provision 
The penalty for failure to comply with 

these deposit requirements is increased 
from 5 percent to 10 percent of the amount 
of any underdeposit. 

Effective date: This provision is effective 
for deposits required to be made <whether 
by the Code or by regulations> after the 
date of enactment of this Act. 
b. Penalty for substantial understatement of 

tax liability 
Present Law 

If a taxpayer substantially understates 
income tax for any taxable year, the tax
payer must pay an addition to tax equal to 
10 percent of the underpayment of tax at
tributable to the understatement <sec. 6661). 
An understatement is substantial if it ex
ceeds the greater of 10 percent of the tax re
quired to be show on the tax return or 
$5,000 <$10,000 in the case of most corpora
tions). An understatement is generally the 
excess of the amount of tax required to be 
shown on a tax return over the amount of 
tax actually shown on the tax return. The 
penalty generally does not apply to amounts 
with respect to which ( 1) there was substan
tial authority for the taxpayer's treatment 
of the amount, or (2) the taxpayer discloses 
the relevant facts with respect to that 
amount on the tax return. The IRS has the 
authority to waive all or a portion of this 
addition to tax if the taxpayer shows that 
there was reasonable cause for the under
statement and that the taxpayer acted in 
good faith. 

Reasons for Change 
The committee believes that, in light of 

the present budgetary situation, it is appro
priate to increase the level of this penalty. 

Explanation of Provision 
The addition to tax for a substantial un

derstatement of tax liability is increased 
from 10 percent to 25 percent, effective for 
returns the due date of which is after De
cember 31, 1986. 

The committee notes that the conference 
agreement on H.R. 3838 <the Tax Reform 
Act of 1986) would increase this addition to 
tax for a substantial understatement of tax 
liability form 10 percent to 20 percent of the 
amount of the underpayment of tax attrib
utable to the understatement. Thus, under 
the committee's budget reconciliation bill, 
the level of this penalty would be increased 
an additional 5 percent beyond the level 
agreed to in the Tax Reform Act of 1986. 

2. TIME FOR PAYMENT OF TOBACCO, WINE, AND 
BEER EXCISE TAXES 

Present Law 
Under present law, excise taxes on tobacco 

products, wine, and beer are payable with 
respect to semi-monthly periods, with pay
ments being due the following number of 
days after close of the semi-monthly period 
during which the taxable event occurs: 

Tobacco products 25 days. 
Wine and beer 15 days. 
In certain cases, payors of these excise 

taxes must pay by means of electronic 
transfer of funds. 

Reasons for Change 
The committee believes that the present 

budgetary situation requires more effective 
cash flow methods such as that provided by 
accelerated deposits of excise taxes. 

Explanation of Provision 
Under the committee amendment, the 

payment date for the tobacco products, 
wine, and beer excise taxes is reduced to 14 
days after the close of the semi-monthly 
period during which the productS are re
moved from bonded premises. If the regular 
payment date falls on a Saturday, Sunday, 
or legal holiday, payment is due on the last 
preceding business day. The present-law 
rules requiring electronic transfer of funds 
in certain cases are retained. 

Effective date: This provision applies to 
taxable products removed during semi
monthly periods ending on or after Decem
ber 31, 1986. Under a special rule, tobacco 
excise taxes for the semi-monthly period 
ending on December 15, 1986, will be due on 
January 14, 1986 <rather than January 10, 
1986). 

3. TAX TREATMENT OF CONRAIL PUBLIC SALE 

Present law 
Tax attributes 

In general, the purchase of all or part of a 
corporation's stock has no effect on a corpo
ration's tax attributes; thus, a corporation's 
net operating loss ("NOL''), investment tax 
credit <"ITC"), and other carryovers gener
ally survive. Similarly, a stock purchase has 
no effect on a corporation's earnings and 
profits <"E&P"> and aggregate asset basis. 

Carryovers 
Under the Internal Revenue Code of 1954, 

in the case of taxable stock purchases, NOL 
and ITC carryovers are eliminated if one or 
more of a loss corporation's ten largest 
shareholders increase their common stock 
ownership by more than 50 percentage 
points within a two-year period, unless the 
loss corporation continues to conduct a 
trade or business that was conducted before 
the ownership change. Amendments were 
made to these special limitations by the Tax 
Reform Act of 1976 that would substantially 
change the 1954 Code provisions; the effec
tive date of these amendments was repeat
edly postponed until January 1, 1986. 1 

Section 269 authorizes the disallowance of 
NOL and ITC carryovers after the purchase 
of a controlling stock interest in a loss cor
poration, but applies only if it is determined 
that tax avoidance was the primary purpose 
of the purchase. 

Earnings and Profits 
In general, the amount of a distribution 

by a corporation to a shareholder is includ
ible in the shareholder's gross income as 
dividend only to the extent the distribution 
is made out of current or accumulated E&P. 
If a distribution exceeds E&P, the balance is 
treated as a tax-free return of capital. To 
the extent the distribution exceeds the basis 
of the stock, the excess generally is taxed at 
capital gain rates. 

1 Pending tax reform legislation <H.R. 3838) 
would retroactively repeal the 1976 amendments, as 
well as substantially change the 1954 Code provi
sions. 
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Asset Basis 

A stock purchase would not affect a corpo
ration's aggregate basis for its assets, unless 
an election to treat the stock purchase as an 
asset purchase were made or deemed made 
under section 338. 

to reflect 100 percent of the stock in Con
rail. 

In general, the committee amendment re
quires the allocation of the deemed pur
chase price among Conrail's assets in a 
manner that is consistent with the tempo
rary regulations promulgated under section 

Cancellation of debt and preferred stock 338 (generally, first to cash, then among all 
Section 61 of the Code generally provides other assets-excluding assets in the nature 

that the discharge of indebtedness results in of good will-in proportion to fair market 
the realization of income by the debtor. values, and then to goodwill or going con
Under section 108<a>. income from the dis- cern value>. The secretary is to establish 
charge of indebtedness incurred by a corpo- specific guidelines for the allocation so that 
ration is excluded from gross income if the the basis of conrail's assets will be ascertain
corporation elects to reduce the basis of its able before the public sale. The amendment 
depreciable property by the excluded contemplates that the secretary will resolve 
amount <under section 1017>. Section issues relating to <1> the amount of liabil-
108<E><6> provides an additional exception ities to be included in the deemed purchase 
where a corporation acquires its debt from a price, <2> the extent to which any portion of 
shareholder as a contribution to capital. • the purchase price should be allocated to in-

Ordinarily, the cancellation of preferred tangibles, and <3> the relative values of con
stock would be a nontaxable event; however, rail's assets, among other issues. 
preferred stock could be recharacterized as The committee amendment provides that 
debt the cancellation of which gives rise to no amount will be included in the gross 
income. income of any person by reason of the can

Reasons for Change 
The Conrail Privatization Act authorizes a 

public sale of stock in Conrail. Special tax 
provisions are required to implement certain 
aspects of the public sale. Further, the com
mittee determined that it would be inappro
priate to permit the transfer of tax benefits 
that directly resulted from investments 
made by the Federal Government. Under 
present law, it is likely that Conrail's NOL, 
lTC, and other carryovers would survive the 
public sale. Further, depending on the iden
tity of Conrail's shareholders after the sale, 
any deficit in Conrail's E&P <the existence 
of which is suggested by the NOL car
ryovers> could generate additional tax bene
fits. For example, for individuals who pur
chase Conrail stock, a deficit in E&P would 
enable Conrail to pay tax-free dividends 
<after the distribution of any post-sale cur
rent E&P>. On the other hand, non-control
ling corporate shareholders who are eligible 
for the dividends received deduction would 
view the possibility of capital-gain dividends 
<after recovery of basis> as a disadvantage. 
Under the committee's bill, the price for 
which Conrail stock is sold will be based on 
Conrail's value, without inflation or reduc
tion because of the corporation's tax histo-
ry. 

Explanation of Provisions 
Under the committee amendment, the 

public sale of stock in Conrail will be treat
ed as a purchase of Conrail's assets: Conrail 
will be treated as a new corporation that 
purchased all of its assets as of the begin
ning of the day after the public sale, for an 
amount equal to the "deemed purchase 
price" (defined below>. As a consequence of 
conforming the tax treatment of the stock 
sale to that of a sale of assets, Conrail's 
NOL, lTC, and capital loss carryovers attrib
utable to periods before the public sale will 
not be carried forward for use in any period 
after the public sale. Conrail's carryovers 
will be available to offset income or tax li
ability determined with respect to a taxable 
year ending prior to the public sale. An
other consequence of the deemed asset pur
chase will be the termination of Conrail's 
taxable year. 

The basis of Conrail's assets will be ad
justed to reflect the buyers' cost, measured 
by the stock purchase price, liabilities, and 
other relevant items <e.g., the payment for 
back wages that the amendment requires to 
be capitalized, described below). This 
"deemed purchase price" will be grossed up 

cellation of any obligation or preferred 
stock of Conrail. 

The committee amendment preserves the 
status of Conrail's Employee Stock Owner
ship Plan <"ESOP") as a qualified plan 
under section 401 and section 501. First, the 
amendment provides that the limits on con
tributions and benefits generally applicable 
to ESOPs <section 415) will not apply with 
respect to interests in stock transferred to 
the Conrail ESOP as the result of the public 
sale or a previously enacted law. Second, the 
amendment provides an exception to the 
general rule that precludes a participant 
from withdrawing contributions made on 
the participant's behalf prior to the expira
tion of two years after the year in which the 
contributions were made. 

Further, the committee amendment pro
scribes the deduction of any amount paid 
after the date of the public sale to Conrail 
employees for services performed on or 
before the date of the public sale, to the 
extent such payments are made for the pur
pose of increasing wages or benefits to in
dustry standards. 

The committee amendment includes a 
number of definitions for purposes of the 
special tax provisions. The term "Conrail" 
means the Consolidated Rail Corporation, 
as well as any corporation that was an SO
percent controlled subsidiary of Conrail im
mediately before the public sale. The term 
"public sale" means the sale of stock in Con
rail pursuant to a public offering under the 
Conrail Privatization Act; if there is more 
than one public offering, such term means 
the sale pursuant to the initial public offer
ing. 

Effective date: These provisions are effec
tive upon enactment. 

4. PORT USE TAX AND RELATED TRUST FUND; 
INLAND WATERWAYS TRUST FUND AND FUEL TAX 

In General 
The committee amendment includes the 

revenue provisions of H.R. 6 (title XV> as 
passed by the House on November 13, 1985, 
with two modifications. First, the effective 
date of the provisions is changed from Janu
ary 1, 1986 to January 1, 1987. Second, the 
mechanism for alleviating a double burden 
of toll charges and port use taxes on cargo 
shipped through the Saint Lawrence 
Seaway is changed from a credit against the 
port use tax for payment of the tolls to a 
rebate of the tolls. 

The legislative history of these provisions 
<other than the two modifications) is set 
forth in House Report 99-251 <Part III>. 

The following is an overview of the princi
pal provisions of the committee amendment. 

Overview 
Port use tax 

The committee amendment imposes a new 
0.04 percent (4 cents per $100) excise tax on 
the value of commercial cargo loaded onto 
or unloaded from a commercial vessel at a 
port in the United States. 

The port use tax does not apply to cargo 
where the transportation of that cargo has 
been <or will be> subject to the excise tax on 
diesel or other fuels used on the inland wa
terways under Code section 4042. Also, the 
port use tax does not apply to fish or other 
aquatic animal life caught during a voyage. 

The port use tax does not apply to cargo 
when loaded or unloaded at ports in Hawaii 
or in any possession of the United States; 
also, the tax does not apply to cargo when 
loaded on a vessel at any U.S. port for ulti
mate use or consumption in Hawaii or a pos
session. If the cargo loaded in Hawaii or a 
U.S. possession is unloaded at a port in the 
United States, then the port use tax applies 
when the cargo is so unloaded. 

Generally, as determined under Treasury 
regulations, the port use tax is to be admin
istered by the U.S. Customs Service, with 
penalties applicable as under the customs 
laws, and not under the tax administrative 
procedures of Subtitle F of the Internal 
Revenue Code. For purposes of determining 
court jurisdiction, the tax is to be treated as 
if it were a customs duty. 

The committee amendment establishes a 
new Port Infrastructure Development and 
Improvement Trust Fund in the Treasury. 
The Trust Fund is to receive amounts equiv
alent to revenues from the new port use tax. 
In addition, the committee amendment au
thorizes appropriations to the Trust Fund 
of sufficient general revenues for each fiscal 
year such that the total of port use tax rev
enues and general revenues for the fiscal 
year equals $1 billion. The committee 
amendment specifies the permitted expendi
tures out of the Trust Fund. The Trust 
Fund statute is placed in the Trust Fund 
Code of the Internal Revenue Code. 

Effective date: These provisions are effec
tive on January 1, 1987. Thus, the port use 
tax applies to cargo loaded or unloaded on 
or after January 1, 1987. 

Inland waterways trust fund 
The committee amendment places the 

Inland Waterways Trust Fund statute in 
the Trust Fund Code of the Internal Reve
nue Code. The amendment provides that 
not more than one-third of the cost of speci
fied waterway construction projects under 
section 202<a> of the Water Resources De
velopment Act <H.R. 6 as passed by the 
House> and not more than one-sixth of cer
tain relocation costs under section 202<b> of 
that Act may be paid out of the Trust Fund. 

The committee amendment adds the Ten
nessee-Tombigbee Waterway to the list of 
inland and intracoastal waterways the com
mercial use of which is subject to the inland 
waterways fuel tax under Code section 4042. 
There is no other change in the fuel tax. 

Effective date: These provisions are effec
tive on January 1, 1987. 

5. OIL SPILL LIABILITY TRUST FUND; TAX ON 
PETROLEUM 

In General 
The committee amendment includes the 

Oil Spill Liability Trust Fund a.nd revenue 
provisions of H.R. 2005 <title V, part III> as 
passed by the House on December 10, 1985, 
with certain modifications. <See, H. Rept. 
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99-253, Part 2.> First, the effective period of 
the provisions is changed from January 1, 
1986 through September 30, 1990 to Janu
ary 1, 1987 through December 31, 1991. 
Second, cross references are to expenditure 
provisions of the Comprehensive Oil Pollu
tion Liability and Compensation Act of H.R. 
5300 <title VI, subtitle F> as reported by the 
House Budget Committee. Third, a techni
cal correction is made of the $30 million 
minimum balance provision <limiting pay
ments which reduce the fund below this bal
ance to payments for removal costs>. 

Overview 
Oil spill liability trust fund 

The committee amendment establishes in 
the Treasury an Oil Spill Liability Trust 
Fund, to be funded in part by a 1.3-cents
per-barrel excise tax on domestic and im
ported petroleum. Amounts in the Oil Spill 
Fund will be available for removal costs, cer
tain damages associated with oil spills, and 
contributions to an International Oil Spill 
Liability Trust Fund if the convention es
tablishing such fund comes into force with 
respect to the United States. No amounts 
will be payable to State or local govern
ments for natural resource damage claims 
or lost tax revenue or for other purposes un
related to the cleanup of oil spills. Amounts 
payable to the International Fund are re
stricted to provide conformity with the ex
penditure purposes of the domestic fund. 
Excess amounts remaining in the funds cre
ated by the Deepwater Port Act and the 
Outer Continental Shelf Act are transferred 
to the Oil Spill Liability Trust Fund. 

Effective date: The trust fund provisions 
are effective on January 1, 1987. 

Oil spill liability trust fund excise tax on 
petroleum 

A new excise tax of 1.3-cents-per-barrel is 
imposed on domestic crude oil and on petro
leum products <including crude oil> that are 
imported into the United States. The tax is 
imposed on the same crude oil and petrole
um products, and is subject to the same 
definitional and other provisions, as the Su
perfund petroleum tax <Code sec. 4611) 
which expired on September 30, 1985. A 
credit against the oil spill tax is allowed to 
the extent that the taxpayer contributed to 
the Deepwater Port Liability Fund or the 
Offshore Oil Pollution Compensation Fund 
before January 1, 1987. Amounts equivalent 
to the revenues from the tax are deposited 
in the Oil Spill Liability Trust Fund. The 
collection, enforcement, and penalty provi
sions are the same as under the prior law 
Superfund petroleum tax. 

Effective date: The excise tax provisions 
are effective on January 1, 1987. The petro
leum tax expires on December 31, 1991. 

TRADE PROVISION 

1. CUSTOMS SERVICE USER FEE 

Present law 
The Consoldiated Omnibus Budget Act of 

1985 <P.L. 99-272) for the first time imposed 
a schedule of customs users fees to cover 
Customs' costs of processing the arrival of 
vessels, trucks, trains, private boats and 
planes, and passengers. No fees were im
posed, however, on the processing of com
mercial merchandise. 

Reasons tor change 
The total revenues of approximately $200 

million per year realized from the existing 
fees fall far short of covering the costs of 
Customs operations. Article II, section 2 of 
the General Agreement on Tariffs and 
Trade <GATT> authorizes any contracting 

party to impose at any time on the importa
tion of any product, "fees or other charges 
commensurate with the costs of services 
rendered." Several other countries including 
France, Egypt, Portugal, Spain and Sweden, 
impose fees for the processing of commer
cial entries. 

These fees are intended solely to cover the 
costs of maintaining the operations of the 
Customs Service and the Committee be
lieves that such fees are consistent with the 
GATT exception regarding such charges. 
During Committee deliberations, questions 
were raised concerning the 0.5 percent level 
of fees for fiscal year 1987, which according 
to CBO estimates would raise approximate
ly $1.8 billion in that fiscal year. While it is 
true that the fiscal year 1987 authorization 
level recently approved by the House in 
H.R. 5484 was $1.06 billion, the Committee 
nevertheless decided to approve a fee struc
ture at the 0.5 percent level for several rea
sons. First, the actual level of imports for 
fiscal year 1987 may well be lower than that 
estimated by CBO because of the declining 
value of the U.S. dollar. Second, the Com
mittee wanted to ensure that there are ade
quate receipts in the fund to cover start-up 
costs and to cover any potential increases in 
the costs of Customs operations. In this 
regard, the fee was reduced to 0.2 percent 
ad valorem after only 10 months of oper
ation on the belief that, after the start-up 
costs were absorbed, the lower fee in subse
quent years would offset any surplus result
ing in fiscal year 1987, so that for the first 
two years the fees realized will closely ap
proximate Customs' actual costs of oper
ations. Finally, in order to ensure that the 
fees approximate the actual costs of Cus
toms operations, the Secretary is directed at 
the end of fiscal year 1988 and every two 
years thereafter to recommend corrections 
in the fee structure in order to bring the 
funds in the dedicated Customs users fee ac
count to a zero balance. Accordingly, the 
Committee chose to adopt a cautious ap
proach and to approve a fee structure which 
would guarantee adequate funding at the 
outset and strive for overall balance in the 
ensuing years. 

Explanation of provision 
The Committee amendment imposes a 

customs user fee on all formal entries of im
ported merchandise for consumption based 
on the f.o.b. value (i.e., excluding ocean 
freight and insurance) of 0.5% ad valorem in 
fiscal year 1987 <beginning December 1, 
1987) and 0.2% ad valorem in subsequent 
fiscal years. The provision would not apply 
to articles classifiable under items in sched
ule 8 of the Tariff Schedules. The process of 
such fees would be deposited in a separate 
account within the general fund of the 
Treasury and be available, subject to appro
priation, to the Customs Service for carry
ing out its operations. 

Beginning at the close of fiscal year 1988 
and every two years thereafter, the Secre
tary of the Treasury would be required to 
submit a report to the Congress concerning 
any necessary fee adjustments to bring the 
account into a zero balance and to ensure 
that the fee reflects the actual costs of the 
services provided. 

The fee is intended to apply to all formal 
entries of merchandise for consumption, in
cluding warehouse withdrawals for con
sumption. The fee would not apply however 
to informal entries, merchandise which does 
not formally enter U.S. commerce, or any 
articles which are eligible for special tariff 
treatment under one of the provisions in 
schedule 8 of the Tariff Schedules of the 

United States. The fee would apply to all 
other articles, however, regardless of wheth
er such articles are dutiable or duty free or 
whether the articles are eligible for a tariff 
preference such as the Generalized System 
of Preferences <GSP>. the Caribbean Basin 
Initiative <CBD, a bilateral fee trade ar
rangement or general headnote 3<a>. 

The Committee recognizes that such a fee 
will create some hardships to the importing 
community and believes it is reasonable for 
importers to expect the Customs Service to 
be adequately staffed and to provide its 
services in an expeditious fashion. It is the 
intention of the Committee in providing for 
a Customs user fee for cargo shipments, 
that such a fee will enable the Customs 
Service to guarantee that staffing and serv
ices will be provided at such times and at 
such levels as are necessary to meet the 
demand of the shipping public. 

The Committee is also concerned that the 
creation of a user fee on consumption en
tries not be the occasion for an increase in 
the record keeping or other data collection 
burdens imposed upon the public. In this 
regard, it is anticipated that the Customs 
Service will continue to employ its existing 
standard consumption entry form <CF 7501) 
which contains sufficient information to 
assure proper collection of the user fee. In 
implementing the new user fee, the Com
mittee directs the Commissioner to make 
certain that no new record keeping or data 
collection burdens are imposed upon the 
public, including all shippers, cargo/freight 
carriers or related entities. 

Mr. Chairman, how much time do I 
have remaining? 

The CHAIRMAN pro tempore <Mr. 
MoNTGOMERY). The gentleman from Il
linois [Mr. ROSTENKOWSKI] has 8 min
utes remaining. 

Mr. ROSTENKOWSKI. Mr. Chair
_man, I yield 4 minutes to the gentle
man from California [Mr. STARK]. 

The SPEAKER pro tempore. With
out objection, the gentleman from 
California is recognized for 4 minutes. 

There was no objection. 
Mr. STARK. Mr. Chairman, title X 

of H.R. 5300 is extremely important 
legislation. As chairman of the Ways 
and Means Subcommittee on Health, I 
would first like to thank the ranking 
minority member, the distinguished 
gentleman from Ohio and all of the 
members of my subcommittee, for 
their time and bipartisan effort. I 
would also like to thank our hard 
working chairman, and the gentleman 
from Tennessee, the ranking minority 
member, for their efforts in bringing 
this responsible deficit reduction bill 
to the House floor. 

I urge my colleagues to support this 
legislation because it achieves some 
very important goals. It achieves a 3-
year net saving of over $5 billion in 
Medicare provisions. 

We are particularly proud that we 
have protected beneficiaries from in
creased out-of-pocket costs proposed 
by the administration. Under the ad
ministration's budget Medicare benefi
ciaries would have paid over $2 billion 
more in coinsUrance and deductibles 
over the next 3 years-and a whopping 
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$8 billion more in part B premiums. 
We rejected all of these proposals. 

The committee's legislation address
es another important concern of bene
ficiaries. The part A hospital deducti
ble has increased rapidly as an unfore
seen consequence of shorter lengths of 
stay in the hospital. Left unchecked 
the deductible would have gone up 
from $492 to $572 in 1987. This would 
have meant an increase of over 43 per
cent over the 2 years, 1986-87. This is 
unacceptable. For this reason, the 
committee decided to set the deducti
ble at $500 for 1987. The committee 
plans on revisiting this issue next year 
to determine an appropriate cost shar
ing for future years. 

Concerned with more than costs, the 
committee has worked hard to protect 
the quality of care Medicare benefici
aries receive. Contained in title X of 
H.R. 5300 are several provisions to 
ensure that Medicare providers, in 
their efforts to cut costs, don't com
promise on quality or access to care. 

In particular, I would like to point 
out that paying physicians to reduce 
or limit services to Medicare benefici
aries, which anyone would think 
would be illegal, will become illegal as 
a result of this legislation. This bill 
also gives patients recourse if they feel 
they are being improperly treated. 

As a response to widespread concern 
that many elderly are now being dis
charged "quicker and sicker," the com
mittee has included a number of provi
sions to protect against premature 
hospital discharge and to improve 
access to needed post-hospital services. 
These provisions create a balance. 
They ensure that policies which 
obtain greater savings do not damage 
the quality of care provided to the el
derly. 

Further, we have achieved the 
needed budget reductions and yet have 
still provided for increases in reim
bursements to hospitals and physi
cians. We have sought fairness in Med
icare payments to hospitals. The com
mittee provided a !-percent increase in 
hospital payments; this is in compari
son to a 0.5-percent increase proposed 
by the administration. Further, know
ing how important prompt payment of 
claims is to hospitals, we have pre
served periodic interim payments for 
certain hospitals and guaranteed 
prompt businesslike payment of claims 
to all Medicare providers. 

On the other hand, believing that 
Medicare was paying too much for 
capital expenditures, we have limited 
the aggregate increase in capital. For 
fiscal year 1987, the rate of increase 
could not exceed expenditures in fiscal 
year 1986 plus 10 percent. Capital ex
penditures would be limited to 20 and 
30 percent over the fiscal year 1986 
base for fiscal years 1988 and 1989 re
spectively. The committee will contin
ue to work over the next year in an 
effort to devise an equitable system to 

incorporate capital into the PPS 
system. 

To prevent the administration from 
issuing regulations in this area we 
have prohibited the Secretary of HHS 
from publishing in final form any reg
ulation regarding changes in the com
putation of payment amounts for cap
ital-related costs for inpatient hospital 
services between September 1, 1986, 
and September 1, 1987. 

Title X of H.R. 5300 provides a 3.2-
percent increase in payments to all 
physicians. Participating physicians 
would receive an additional !-percent 
bonus to encourage participation in 
Medicare. The bill also limits increases 
in actual charges by nonparticipating 
physicians to ensure that savings are 
not obtained at the expense of higher 
costs for the elderly. This is a fair out
come-physicians will receive a full in
flation increase and beneficiaries will 
be protected from further increases in 
out-of -pocket costs. 

H.R. 5300 also protects end-stage 
renal disease [ESRD l beneficiaries by 
strengthening ESRD networks. I 
would like to assure the many Mem
bers who have contacted me about the 
administration's proposals to reduce 
ESRD rates that the bill seeks to pro
tect beneficiaries. The legislation re
duces rates to ESRD facilities by ap
proximately $5.50 per treatment; half 
the cut originally proposed by the ad
ministration. Physician payments 
would be reduced by approximately 
$14 a month per patient. The legisla
tion calls for a study to determine the 
effects of lower ESRD rates on quality 
or access to care. 

The bill gives the Secretary of HHS 
authority to deal with problems that 
have arisen in the Medicare Health 
Maintenance Organization Program. 
It also repeals the 2-for-1 rule which is 
so inequitable to long established pro
viders. 

Finally, H.R. 5300 calls for one small 
but significant proposal to help the 
medically uninsured. The bill requests 
that States establish high risk health 
insurance pools to provide access to 
health insurance for currently unin
surable Americans. This will not solve 
all of the problems of the uninsured 
but it will provide access to health in
surance to the 1 percent of the popula
tion who now can't buy insurance at 
any price. 

This legislation deserves your sup
port because it reduces the budget def
icit. It responsibly restrains Medicare 
costs. And it does this without increas
ing the financial liability of Medicare 
beneficiaries. 

0 1420 
Mr. ROSTENKOWSKI. Mr. Chair

man, I yield 3 minutes to the gentle
man from North Dakota [Mr. 
DORGAN]. 

The CHAIRMAN pro tempore. <Mr. 
MONTGOMERY). Without objection, the 

gentleman from North Dakota [Mr. 
DORGAN] is recognized for 3 minutes. 

There was no objection. 
Mr. DORGAN of North Dakota. Mr. 

Chairman, I listened to my friend 
from Ohio in discussing this bill, and I 
want to agree with some of his re
marks. I also want to say I do not 
think any thinking person in this town 
believes we can solve the problem we 
are confronted with in fiscal policy 
without first, substantial spending re
straint; and second, additional reve
nue. 

Now, what the President says to 
Congress is, "I want you to balance 
the budget or move forward toward a 
balanced budget or at least make 
progress in reducing the deficit, but I 
insist on my military numbers and I 
insist there be no additional revenue." 
He is saying, "Put a puzzle together 
over there, and I am going to keep a 
couple of pieces of that puzzle in my 
pocket." It is impossible to deal with 
this fiscal policy problem with the 
President's current position. 

We need additional revenue in addi
tion to spending restraints. 

I took the well because I want to 
talk just for a moment about an 
amendment that I proposed in the 
Committee on Ways and Means the 
day before yesterday on an oil import 
tariff. It is one way to achieve some 
revenue. It is very controversial. Some 
people do not like it. 

There are several other ways that I 
would support as well to achieve some 
revenues. The oil import tax that I in
troduced over at the committee, which 
lost on a voice vote and then a show of 
hands, 12 to 6, would suggest that we 
ought to be willing to pay to ourselves, 
to reduce the Federal deficit, that 
which we were previously required to 
pay the OPEC countries in the form 
of a $38 price per barrel of oil. 

I suggested a $22 per barrel floor 
price and a variable tariff between the 
world price and that $22. That raised 
$50-some billion in the next several 
years and raised about $15 billion the 
first year alone. 

Now, why not pass something like 
that? Well, first of all, the President 
says, "I won't accept any new revenue. 
You solve this fiscal policy problem 
without revenue." I say it is absolutely 
impossible to do. 

We are working with Gramm
Rudman, that is what this is all about. 
That is a sham and a fraud. In the old 
days these folks would have driven 
covered wagons and stopped in a small 
town 100 years ago and sell amber 
fluid out of the back to cure hiccups 
and heart attacks. That is a fraud; 
these folks who have constructed the 
Gramm-Rudman approach, if they 
were involved 100 years ago in dealing 
with this sort of thing, would be doing 
the same but out of the backs of 
wagons. 
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It does not make any sense at all. 

This thing is unworkable, it is funda
mentally fraudulent, and we are all 
talking as if it is serious. 

We need the President to engage 
with us, Democrats and Republicans, 
in a responsible attempt to first, re
strain spending, and that includes de
fense; and second, raise additional rev
enue and finally move toward some 
semblance of order in this country's 
fiscal policy. 

The present fiscal policy is irrespon
sible, and we cannot solve the problem 
without the President's cooperation. 
He insists weeks after week after week 
that he will not cooperate. 

This Member is disgusted with that. 
The CHAIRMAN. The gentleman 

from Illinois [Mr. ROSTENKOWSKI] has 
1 minute remaining. 

Mr. ROSTENKOWSKI. Mr. Chair
man, I reserve the balance of my time. 

Mrs. MARTIN of Illinois. Mr. Chair
man, I yield 5 minutes to the gentle
man from Minnesota [Mr. FRENZEL]. 

Mr. FRENZEL. Mr. Chairman, I 
hope that the House is not going to be 
deluded by this bill, even if it feels 
that passage of the bill is the only way 
it can deal with this matter of recon
ciliation. 

In my judgment. having this bill 
before us, and its ultimate passage, 
represent a full retreat from what I 
call a sane fiscal policy. The reconcilia
tion process was developed so that we 
could reduce spending. But this is a 
reconciliation bill devoid of spending 
reductions. 

Instead, the bill has nearly $9 billion 
of asset sales, and it has nearly $8 bil
lion in increased taxes for fiscal 1987. 
Worse, it has actually increased spend
ing of nearly $2 billion. 

So the bill by any rational standard 
of measure does not do that which rec
onciliation was intended to do. 

It is a shame that Congress has 
copped out on its responsibility under 
reconciliation, but that is the only 
phrase that I can think of that fully 
describes what we are doing here. In 
my judgment, it would be far better 
for us to vote down this reconciliation 
bill and let the sequester take place. If 
we pass this bill, we will increase base
line spending. That is both outrageous 
and contrary to the spirit of reconcili
ation. 

Raising the spending baseline will 
surely and inevitably make it com
pletely out of the question that GRH 
targets of next year can be achieved. 
We have created this reconciliation 
bill in the usual way, with our pencils 
rather than with our knives. Cuts are 
what we were asked to do, but there 
are no cuts here. There are only era
sures and strikeovers. 

It took all the cunning the leader
ship of this House could muster to 
turn a reconciliation bill into a tax and 
spend bill. But when it comes to plain 
and fancy spending, never underesti-

mate the creativity of our House lead
ers. 

I must say, with respect to some of 
the items in this bill, they really bring 
a smile. Hooray, hooray, we are selling 
Conrail again. I wonder how many 
years we can put the sale of Conrail 
into our budgets and our reconcilia
tion plans. This is our second consecu
tive year. I will be counting future 
sales. 

There is also a Customs Service user 
fee of $1.8 billion. That is a 15-percent 
surcharge on all customs duties. The 
new customs surtax amounts to about 
twice as much as the Customs spends 
in a year. Therefore, it hardly can be 
considered a surcharge. It is certainly 
in violation of our international agree
ments, and we will be charged compen
sation by every other country in the 
world with which we do business. 

Now. there are also some things you 
cannot see in here because they will 
cause future taxes. We are going to 
nail the employers of the United 
States $3.6 billion over the next 3 
years for continuation of FUTA taxes 
even though the expenses those taxes 
were designed to cover will be complet
ed at the end of fiscal year 1987. 

FUT A is a jobs tax, of course, be
cause nobody wants to hire new em
ployees if it costs more extra money to 
put them on the payroll. Also, there 
are telephone excise taxes in here 
which, in the next 3 years, will cost 
the telephone users of America more 
than $2 billion. 

So all I can say to Members of this 
Committee is, if you are very strong 
for increasing taxes, this bill ought to 
be just your cup of tea. And if you do 
not believe in fiscal sobriety, this bill 
is made for you. If you think increas
ing spending is what the people of the 
United States want, this bill is de
signed to suit you to a tee. 

On the other hand, if you believe 
that the people would like the Con
gress to reduce spending, to reduce the 
deficit, then I think you have no other 
choice than to vote against it. 

I shall vote against it. 
The CHAIRMAN. The gentlewoman 

from Illinois [Mrs. MARTIN] has 1 
minute remaining and has been yield
ed back 1 minute. 

Mrs. MARTIN of Illinois. Mr. Chair
man, I reserve the balance of my time. 

Mr. LOWRY of Washington. Mr. 
Chairman, I yield 3 minutes to the 
gentleman from Ohio [Mr. EcKART]. 

Mr. ECKART of Ohio. Mr. Chair
man, for those who have not paid at
tention, we are back on the railroad 
again. 

I thank the gentleman for yielding 
to me. I am pleased that we are here 
on the floor with public offering legis
lation which I had initially introduced 
with my good friend and colleague 
from Virginia, Mr. BLILEY, some 16 
months ago. 

Two amendments which the gentle
man and I offered in committee and 
which were adopted, one by voice vote 
and the other by a vote of 32 to 9, ex
pressed clearly the intention of the 
majority of the committee, No. 1 to 
have an independent audit by the 
GAO of the activities relevant to the 
public offering, and the second was to 
require that the firms selected be 
colead managers, to jointly manage 
the public offerings. 

As an original cosponsor of legisla
tion calling for a public sale of Conrail 
more than 1 year ago, I am extremely 
pleased that we are moving down that 
track today. I have long been con
vinced that a public stock offering will 
yield the highest proceeds for the 
Government's interest in Conrail 
while at the same time protecting th~ 
important interests of labor, shippers, 
and others associated with or served 
by Conrail. 

Mr. Chairman, I would also like to 
take a minute to clarify an under
standing of the language of the bill 
which requires the Secretary of Trans
portation to select colead managers to 
organize and run a public stock offer
ing. As the gentleman will recall, this 
language was the subject of an amend
ment which I offered in committee 
and which was adopted by a vote of 32 
to 9. It is my intent, as shared by the 
bipartisan majority of the committee, 
that the bill would require that firms 
selected as colead managers jointly de
termine how to manage the public of
fering and share equal responsibility 
for structuring and managing the of
fering, an equal share of management 
fees resulting from the transaction 
and equal underwriting position and 
allocation of shares including: 

Advising DOT on timing, size of 
issue, structure of the deal and struc
ture of Conrail's capital structure, 
value of shares and marketing pro
gram. 

Forming and managing a syndicate, 
which may include other comanagers, 
and allocating shares for sale to the 
underwriters, dealers, major institu
tional purchasers, and others to in
clude for example agreement and non
agreement Conrail employees as con
templated by the definitive agree
ments among Conrail, the RLEA, and 
Morgan Stanley. 

Organizing the preparation of docu
ments, contracts, and presentation ma
terials. 

Negotiating final terms with the 
seller, including price, size, and distri
bution expenses; and 

Overall coordination of sales, man
agement, and publicity efforts under 
mutually agreed upon terms and loca
tions. 

Mr. Chairman, I would be pleased to 
acknowledge the support of my col
league from Virginia who is so instru-
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mental in this regard for his com
ments and yield to him. 

Mr. BLILEY. Mr. Chairman, I thank 
the gentleman for yielding. 

Mr. Chairman, I also want to associ
ate myself with the remarks just made 
by my distinguished colleagues from 
Michigan and Ohio. I, too, was an 
original cosponsor of legislation to 
return Conrail to the private sector 
through a public offering. I felt then 
and continue to believe that Conrail 
has the financial strength to survive 
and be successful and that preserving 
Conrail as an independent entity is far 
superior, from a rail competition 
standpoint, to combining it with Nor
folk Southern. With the legislation 
before us today, I am confident that 
the first major component of the 
President's privatization initiative will 
be successful. 

Mr. Chairman, I would also briefly 
like to touch on the subject of colead 
managers. I believe that it is impor
tant for my colleagues to recognize 
that the amendment regarding the se
lection of colead managers for a public 
offering was supported by 32 members 
of the Energy and Commerce Commit
tee, including a majority of Members 
on both sides of the aisle. On this 
point, I would like to confirm the un
derstanding of the distinguished rank
ing minority member of the commit
tee, Mr. LENT, that the committee's in
tention in adopting this language is to 
direct the Department of Transporta
tion to select those firms with the 
greatest marketing ability and knowl
edge of Conrail to assure a successful 
sale. In this regard, it is the commit
tee's intention that the Department 
select colead managers based on the 
significance of their contributions 
prior to the date of enactment in dem
onstrating and promoting the long
term financial viability of Conrail as 
an independent entity and the feasibil
ity of a public stock offering. It is not 
our intent to exclude any particular 
firm or firms that have been involved 
in this transaction during the legisla
tive process. 

Mr. Chairman, I wonder if the gen
tleman from Ohio [Mr. EcKART] would 
yield to the ranking minority member 
on the committee to see if that is not 
his understanding of what took place 
in the committee, as well. 

Mr. ECKART of Ohio. I would be 
pleased to yield to my colleague, who 
worked with us in this subcommittee 
and now sits as the ranking member of 
the Committee on Energy and Com
merce [Mr. LENT] from New York. 

Mr. LENT. I thank the gentleman 
for yielding. 

Mr. Chairman, the gentleman is cor
rect in his understanding of the 
amendment as adopted by the commit
tee. The intent is to assure that the 
Department of Transportation will 
select colead managers with the neces
sary expertise and marketing credibil-

ity to assure the success of a public of
fering and that the contributions of 
the firms in promoting Conrail's via
bility and the feasibility of a public of
fering prior to enactment should be a 
primary criteria for selection. 

Mr. ECKART of Ohio. I thank my 
colleagues for their participation. I 
thank particularly my friend from Vir
ginia [Mr. BLILEY] and his staff who 
have labored long and hard in negoti
ating these most difficult of matters. I 
am delighted for the public offering's 
presence here today. 

Taxpayers will be protected, working 
men and women who have sacrified so 
much to make Conrail so productive 
and profitable in the last few years 
will be rewarded, and lastly competi
tion will be preserved in our part of 
the country, which is so important for 
our economic development. 

Mr. LELAND. Mr. Chairman, earlier today 
my good friend and colleague, Mr. ECKART of 
Ohio, discussed the Conrail public offering. He 
stated that under the definition of colead man
agers the firms selected will jointly "run the 
books." This statement raises some concerns. 

Mr. ECKART has told us that he was not 
asking any Member to repudiate a valid Gov
ernment contract, such as Goldman-Sachs 
has with the Department of Transportation to 
serve as "the" lead manager. Therefore, I 
must assume that there will be only one 
colead manager working together with Gold
man-Sachs which is entitled by contract to 50 
percent of the management fee. 

As far as I know, there has been no other 
instance where two firms have shared a simi
lar colead role, either in U.S. corporate or mu
nicipal finance, or in the international market. I 
therefore am very concerned that we may be 
creating a monster that may work against our 
mutual wish for a smoothly executed public of
fering. I believe the definition of colead man
ager should be changed to reflect the tradi
tional comanagement form. 

Mrs. MARTIN of Illinois. Mr. Chair
man, I yield 3 minutes to the gentle
man from Illinois [Mr. PoRTER]. 

Mr. PORTER. Mr. Chairman, if you 
enjoy returning to Congress every 
year to face record budget deficits, you 
should like this bill. If you are in favor 
of burdening our Nation's children 
with huge future debts you should 
vote for this bill. 

This bill has bicameral, bipartisan 
support. Unfortunately, that trans
lates into meaning that it contains 
little real deficit reduction. It doesn't 
cut defense, it doesn't cut domestic 
spending. This is Washington at its 
worst-you get yours, I get mine and 
the kids get the bill. 

This is the next step in the process 
of pretending to meet Gramm
Rudman targets. In reality, we aren't 
close to that target. 

Revenues are down. Appropriations 
are over budget. Outlays for defense, 
agriculture and health care will prob
ably continue to race ahead of esti
mates. The recent snapshot showing 

us only $20 billion off target is too op
timistic. 

Mr. Chairman, this bill is a hollow 
log. It is a "fill in the blanks" bill. We 
figure out how much savings the bill 
needs to contain and then we stick in 
the numbers. 

Once upon a time, selling Conrail 
was said to be worth $1 billion. Then it 
went to $1.8. Now its got a price-tag of 
$2.1 billion. 

Loan sales are supposed to bring in 
$6.5 billion. But it's going to be hard 
to bring in that amount of revenue be
cause we have delayed so long in pass
ing this bill. By dumping this authori
zation on the administration at the 
last minute, we encourage a fire sale of 
securities late into fiscal year 1987. 
And asset sales, as we all know, do not 
address the structural deficit. 

Then we've got some new taxes in 
this bill-excise taxes and user fees. 
And again, we've filled in a blank by 
inserting a phony number showing 
$2.5 billion savings from IRS enforce
ment. Let's remember that CBO has 
already revised their baseline revenue 
estimates down by $16 billion, so who's 
kidding who? 

As for the health and welfare provi
sions, they are a combination of new 
spending proposals and accounting 
gimmicks. Accounting gimmicks in 
Medicare, I should point out, do little 
to add stability to a troubled program. 

Today we pass a savings bill that 
contains no savings. Tommorrow we 
pass a spending bill that contains too 
much spending. We do these things in 
the name of deficit reduction, and we 
refuse to learn that saying so won't 
make it so. 

It is profoundly tragic that we are 
not doing anything about the deficit 
this year-we're passing on another 
$200 billion to our children. And it is 
frightening that we appear to be ful
filling the warning of Orwell's "1984": 
Freedom is slavery, 2 and 2 equal 5, 
and this bill saves $15 billion. 

0 1435 
Mr. LOWRY of Washington. Mr. 

Chairman, I yield 4 minutes to the 
gentleman from Massachusetts [Mr. 
FRANKl. 

Mr. FRANK. Mr. Chairman, I thank 
the gentleman for yielding this time to 
me. 

Mr. Chairman, I want to congratu
late the Budget Committee for doing a 
very reasonable job of meeting a very 
unreasonable goal. 

Gramm-Rudman did not make a 
great deal of sense when it was passed, 
and it has become less sensible as time 
has gone on. In particular, I am refer
ring to the economic targets that were 
involved. Gramm-Rudman said that 
we should reach a certain level of defi
cit reduction based on the assumption 
that there would be a given amount of 
economic growth in the country. 
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What has happened is that there 

has been. for a variety of reasons, 
much less economic growth than we 
had anticipated, less than a percent
age point in the most recent quarter. 

Virtually every economist, regardless 
of ideology. conservative and liberal, 
has said that this should dictate a 
change in the Gramm-Rudman target; 
that is, given the failure of the econo
my to grow the way the administra
tion thought it would grow. the target 
set for this fiscal year by Gramm
Rudman for the deficit was unrealis
tic. In effect, we have all recognized 
that. But for a variety of reasons, 
pride of authorship in the other body. 
the very impressive ability of this 
President to ignore reality and some 
political timidity in here. we have not 
had the votes to do the straightfor
ward thing, which is to change the 
Gramm-Rudman target. 

On the other hand, no one has 
wanted to deal with sequestration. 
Members having voted in both Houses 
for sequestration compete now to talk 
about what a horrible thing it is. 

So we have this problem: How do we 
meet this target which is no longer ra
tional economically-and everyone 
from Martin Feldstein and Herb Stein 
and Paul Volcker and a range of 
others have said it is no longer ration
al-how do we do that without exacer
bating the problem of slow growth 
which we now have? 

To have made substantial domestic 
spending reductions would be exactly 
the opposite. As Herb Stein, a former 
Republican Chairman of the Council 
of Economic Advisers, said, one does 
not have to be a Keynesian to decide 
not to be an anti-Keynesian, to think 
that it is not wise to make substantial 
cuts at a time of very slow growth. 

So we have come up with a way to 
deal with this. We have a new slogan 
now. "No taxation without representa
tion" served us for a couple hundred 
years. We have a new one, "No seques
tration while we can have obfusca
tion," because that is what we have in 
this bill. Instead of dealing directly 
with it, we are going to do a little ob
fuscating. 

What we are doing instead of 
making any serious cuts right now, be
cause every economist thinks it would 
be unwise and because Members do 
not want to cut-people do not want to 
cut defense any further in some parts 
and people do not want to cut domes
tic spending any further-what we are 
doing is showing the deficit really was 
not as bad as people thought because 
we are selling off our assets. If we 
were anything but the Federal Gov
ernment in fact when we looked at our 
financial condition, we would have put 
some valuation on those assets. 

When we talk about the national 
debt, we lament it and it is too high, 
but we do not do what would be done 
rationally in any other organization 

setting, offset that with our assets. 
What we are doing today is in fact im
plicitly admitting that the deficit is 
not as bad as people have said it is, be
cause when we calculate this, people 
like Robert Eisner have pointed out, 
we never look at the underlying assets. 
So we are going to sell off some assets 
today. 

It is too bad we cannot sell Conrail 
to the Japanese, because then we 
could get a twofer. We could reduce 
what we call the deficit and also do 
something about the trade deficit. But 
what we are doing instead is-and we 
ought to be clear about this-avoiding 
economic nonsense by showing that 
the deficit is not as bad as we thought 
it was. 

Mrs. MARTIN of Illinois. Mr. Chair
man, I yield 5 minutes to the gentle
man from Illinois [Mr. FA WELL] 

Mr. FAWELL. Mr. Chairman, this 
reconciliation bill is an admission that 
Congress does not have the will to cut 
Federal spending to meet the Gramm
Rudman targets. It's an admission 
that we are not going to reduce the 
Federal deficit in 1987. 

The deficit is real-so is the growing 
national debt which now consumes 
about $200 billion a year just to pay 
interest on that debt. I have the dis
tinction of telling my constituents 
that in the first 2 years of my congres
sional career, I have seen Congress 
continue to chronically overspend so 
as to produce back-to-back all-time 
record annual deficits of $212 billion 
in 1985 and $230 billion in 1986. Were 
it not for the $11.7 billion Gramm
Rudman cut last March, the 1986 defi
cit would be $241.7 billion. In total for 
those 2 years, the deficit is approach
ing one-half trillion. 

I can remember when we were talk
ing about last year's reconciliation bill. 
Our budget was to produce a deficit of 
about $172 billion by enacting that 
bill. But, the deficit is coming in at 
$230 billion. 

Actually, the deficit in 1986 will be 
more than $230 billion because now, 
by the means of this year's reconcilia
tion bill, we are transferring payments 
which should be paid in 1987 to 1986-
like the $680 million final payment for 
revenue sharing which is due to be 
paid in October 1987 but will be pre
paid in 1986 so the deficit will look less 
in 1987. 

I've supported Gramm-Rudman. 
Yet, all year I've watched as deadlines 
required by Gramm-Rudman have 
been ignored. Congress hasn't passed 
any 1987 appropriation bills or the 
1987 reconciliation bill, even though 
Gramm-Rudman requires that the 
latter be completed by June 15. As a 
result, when the OMB-CBO "snap
shot" of the 1987 deficit was taken on 
August 15, 1986, there was nothing to 
snap. 

So the snapshot had to be of 1986 
expenditures, which produced a $230 

billion deficit. Yet the snapshot came 
up with the miraculous conclusion 
that there would not only be a freeze 
in Federal spending in 1987, as com
pared to 1986, but predicted there 
would actually be a decrease of $5 bil
lion in spending. There's no one in this 
Chamber who believes that. Yet esti
mated spending is one of the two foun
dations for OMB-CBO arriving at the 
conclusion that the deficit for 1987 
would be reduced by $67 billion-from 
$230 billion to $163.4 billion in 1987-
just about $9 billion shy of the $154 
billion deficit which would eliminate 
the need for sequestration for 1987. 

It is also estimated in the snapshot 
that there would be $62 billion in new 
revenue in 1987 which, combined with 
the predicted $5 billion in decreased 
spending in 1987, results in the esti
mated $163 billion deficit for 1987. A 
like estimate of $60 billion in new rev
enue was predicted by OMB in 1986. 
New revenue for 1986, however, will be 
only about $30 billion. 

So we have in my view a snapshot of 
a 1987 estimated deficit which is know
ingly inaccurate in predicted Federal 
spending and revenues. 

And now, I submit, we have a recon
ciliation bill which is mostly smoke 
and mirrors, rather than real cuts in 
spending or real and lasting enhance
ment of revenues. And it is based upon 
a snapshot prediction of a 1987 deficit 
which is inaccurate. 

This reconciliation bill not only fails 
to make net cuts in Federal spending, 
it results in a net increase in spending. 
There are actual spending cuts of 
$1.42 billion in the bill in Medicare, 
student loan programs, and an across
the-board reduction. Yet spending in
creases a total of $1.93 billion not in
cluding Social Security COLA's. 

The only real savings in the bill are 
from user fees, and from the sale of 
Conrail-these savings total about $4 
billion out of total claimed savings of 
$18 billion; $7 billion of the savings in 
this bill-about half of the claimed 
reconciliation savings-are from loan 
asset sales. But these are false savings 
because even though they lower the 
deficit in 1987, they raise the deficit 
next year-and beyond-because the 
Government is no longer collecting 
principal and interest on the loans. 

For example: While the bill claims 
savings of $850 million in 1987 from 
selling Small Business Administration 
loans, the Government would lose 
almost $1.4 billion from 1988 to 1996 
from forgone revenues. That is, the 
Government won't be collecting the 
principal and interest it had counted 
on. Therefore, the Government may 
not only realize no savings, it may lose 
money on the sale. 

In addition, very shortly now, we'll 
also be presented with a mammoth 
continuing appropriation bill involving 
13 committee appropriations totaling 
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over one-half trillion dollars. Some 
call it a Christmas tree. I don't mean 
any disrespect to anyone, but I think 
we all know that when Congress gets 
done with the CR and the supplemen
tal appropriations and the increased 
mandatory spending, all of which will 
follow as surely as does the night the 
day, we shall have produced another 
$200 billion plus 1987 deficit. 

I understand that at this late date, 
it's easy to say that while this isn't 
much of a reconciliation bill, it's 
better than sequestration. That's 
where I differ. Frankly, I think se
questration is a better alternative be
cause it would cause Congress and the 
administration to be serious about 
prioritized spending and real enhance
ment of revenue. In short, sequestra
tion would apply the pressure upon 
Congress and the administration it 
was meant to apply. Faced with se
questration, Congress and the admin
istration, even now, still have time 
before the final OMB-CBO snapshot 
of October 6 to work out a meaningful 
reconciliation bill. 

And sequestration is not the only al
ternative. Congress can simply turn 
down this reconciliation bill and the 
flawed snapshot upon which it stands 
and ask for some real prioritized cuts 
and/or enhancement of revenues. Con
gress has time to do this before the 
next snapshot is made on October 5. 

If we fail to be serious about recon
ciliation, as we have failed to be seri
ous about the Gramm-Rudman dead
lines and about the 1987 snapshot, we 
have admitted that we are not serious 
about controlling the 1987 deficit. We 
shall simply continue to overspend 
and have the bill sent to our children 
and grandchildren. 

D 1445 
Mr. LOWRY of Washington. Mr. 

Chairman, I yield such time as he may 
consume to the gentleman from North 
Dakota [Mr. DORGAN]. 

Mr. DORGAN of North Dakota. I 
thank the gentleman for yielding to 
me. 

Mr. Chairman, I rise to address the 
chairman regarding a matter of par
ticular concern to me and also to my 
friend and colleague from South 
Dakota [Mr. DASCHLE]. I refer to an 
amendment on Public Law 480 funding 
which was adopted on a bipartisan 
basis in the other body and which, as I 
understand it, will be a conference 
item in the reconciliation bill. 

The amendment requires that funds 
already appropriated by the Congress 
for Public Law 480 title II in fiscal 
1986, but which are not otherwise obli
gated to date, shall be obligated by the 
end of this fiscal year, and shall be 
used only for the purposes for which 
they were appropriated-and so on, 
humanitarian food shipments over
seas. 

This amendment was made neces
sary by what, to this Member, is an as
tounding mistake by the current ad
ministration. 

What happened was that this 
summer the administration put a 
"hold" on further obligations of the 
funds that Congress had approved for 
Public Law 480, the Food-for-Peace 
Program, in fiscal 1986. The ostensible 
reason was that some of the amount 
would or could be needed as part of 
the· Contra aid package for Central 
America. After protests from Con
gressmen, Senators, and others, the 
administration unfroze some of this 
money and the other body added a 
special amendment to provide for Cen
tral American aid. 

But early this month, we received 
word that the administration had once 
again put a "hold" on remaining 
Public Law 480 money. Specifically, 
this froze the $50 million still unobli
gated for Public Law 480 title II this 
year. Title II is the Humanitarian 
Grant Program which we use for food 
aid to victims of famine in Africa, for 
mother-child health programs, school 
lunches, food-for-work, and other 
worthy projects in poor countries. 

The fact is, this Public Law 480 aid 
is not only a help to those recipients 
abroad, but it also is a program help
ful to American farmers. Public Law 
480 exports part of our agricultural 
surplus, reducing some of the costs of 
our Domestic Farm Program. The 
processing and transportation of the 
food shipments provide jobs to Ameri
cans as well as assisting the needy 
overseas. 

That is why the Congress has sup
ported this worthy program. Agricul
tural interests support it. Agribusiness 
and labor groups support it. Private 
voluntary groups support it for hu
manitarian activities. It makes no 
sense to sit on this already-appropri
ated money, and possibly lose its use, 
at this time of need for our farmers, 
our trade, and hungry persons 
abroad-including millions still at risk 
in Africa's continuing food emergency. 

I ask the chairman, on behalf of my 
colleagues from South Dakota and 
other interested parties, if he would be 
willing to agree to the amendment 
which was bipartisanly adopted by the 
other body. 

Mr. DASCHLE. Mr. Chairman, will 
the gentleman yield? 

Mr. DORGAN of North Dakota. I 
yield to the gentleman from South 
Dakota. 

Mr. DASCHLE. I thank the gentle
man for yielding to me. 

Mr. Chairman, I just want to ap
plaud the gentleman from North 
Dakota, my colleague, for bringing 
this issue to the attention of the com
mittee and to the House. I think it is 
the height of irony that at a time 
when we have surpluses unlike any 
time in recent history, at a time when 

we find a great deal of hunger, not 
only in Latin America but in Africa, 
that we find this administration and 
some in the Congress willing to freeze 
the funds for Food for Peace, ironical
ly, to be earmarked for arms to the 
Contras. That is the height of ridicu
lousness. It is preposterous as we try 
to resolve the many difficulties we 
have with regard to hunger as well as 
regard to the agricultural policies that 
are now in place. In addition, of 
course, to our needs, to meet the hu
manitarian needs that we have, not 
only in Latin America, Africa, but 
around the world. 

So it is an important issue, and it is 
one that we try to resolve I think in 
this way. All we ask is the assurance of 
the chairman that we can have his 
support as we try to resolve this dilem
ma as we face this bill now. 

Mr. DORGAN of North Dakota. The 
gentleman from South Dakota puts it 
very well. We are talking about $50 
million that I think is very important 
to the Food for Peace Program. I have 
asked for this colloquy to ask the 
chairman on behalf of my colleague 
and myself and other interested par
ties if he would be willing to consider 
agreeing to the amendment which was 
bipartisanly adopted by the other 
body on this matter. 

Mr. GRAY of Pennsylvania. Mr. 
Chairman, will the gentleman yield? 

Mr. DORGAN of North Dakota; I 
yield to the gentleman from Pennsyl
vania. 

Mr. GRAY of Pennsylvania. I thank 
the gentleman for yielding to me. 

Mr. Chairman, I fully understand 
and share the concerns of the gentle
man from North Dakota on this issue, 
and I would like to assure him and his 
colleague, who have been in the fore
front of speaking out very clearly on 
the issues of hunger in the world, that 
I will do my best to secure conference 
agreement on the amendment to 
which he refers. 

Mr. DORGAN of North Dakota. I 
thank the chairman very much. 

Mr. DASCHLE. I thank the chair
man. 

Mrs. MARTIN of Illinois. Mr. Chair
man, I yield myself 30 seconds. 

Mr. Chairman, I would just like to 
say to the gentlemen from North and 
South Dakota that the ranking 
member is not here, and I assume you 
have also talked to him, because as 
you pointed out in a bipartisan effort, 
both parties would want to be involved 
and we look forward to that involve
ment on a bipartisan and bicameral 
level. 

Mr. Chairman, I yield 5 minutes to 
the gentleman from New Hampshire 
[Mr. GREGG]. 

Mr. GREGG. I thank the gentle
woman for yielding me this time. 

Mr. Chairman, as I said earlier, I 
consider this reconciliation bill to be a 
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trip to "Fantasy Island" by the Con
gress. It is pure escapism in its worst 
form in the legislative process. 

As we look down the numbers of this 
bill, it is very hard to find any hard 
savings. The gentleman from Illinois 
[Mr. FAWELL] has just noted that he 
estimates that there is approximately 
$4 billion of hard savings in this bill. I 
think that may be generous, quite 
honestly. 

What there is in this bill is some 
hard spending money. There is no 
question but that this bill is going to 
energize $3 billion in new spending. So 
it is very likely that rather than being 
a reconciliation bill as traditionally 
perceived during the budgetary proc
ess where you save money and reduce 
spending in the outyears, this bill ends 
up being possibly simply a wash. 
Maybe even a money loser. 

The process by which the $15 billion 
which is reflected in this bill is 
reached is one of smoke and mirrors as 
has been mentioned on many occa
sions today. But there are some things 
which are so egregious I think they 
need reemphasizing. 

One of them, of course, is the 
manner in which the Federal revenue 
sharing is handled. The Congress gen
erally has agreed, I believe, that Fed
eral revenue sharing is a program 
which we can no longer afford. We are 
perfectly happy, I suspect, to share 
with local and State communities Fed
eral debts since that is what we have 
an excess of, but we do not have an 
excess of Federal revenue and there is 
none to share. We certainly cannot 
afford the Federal Revenue Sharing 
Program. 

It had been assumed that this pro
gram was going to be terminated; that 
is what the budget resolution called 
for. What the budget resolution fur
ther called for was that if it was not 
terminated there had to be some way 
to fund it. 

This is a unique way to fund it, 
folks. What we are going to do is to 
throw it into this year's budget rather 
than next year's budget and thus 
claim that next year's budget is re
duced by the amount that we throw 
into this year's budget. That is a very 
unusual accounting method. Not only 
does it not save us any money, it is 
going to cost us money because that is 
just going to simply build up the defi
cit this year on which we are going to 
have to pay interest so we are going to 
accelerate Federal revenue sharing in 
its payment process and thus create a 
greater interest payment and thus 
create a bigger Federal debt and pre
serve a program which everyone gen
erally has agreed that we should elimi
nate. 

Mrs. MARTIN of Illinois. Mr. Chair
man, will the gentleman yield? 

Mr. GREGG. I yield to the gentle
woman from illinois. 

Mrs. MARTIN of illinois. I thank 
the gentleman. 

Mr. Chairman, just so there is clari
fication, it is not the budget resolution 
that continues the revenue sharing. 
On that you get to wait for the CR to 
take care of. This does accelerate a 
final payment. I want to be very clear: 
It is not your budget resolution that 
has the new final years of revenue 
sharing. 

Mr. GREGG. This resolution by the 
passage of the rule transferred $680 
million into this year's expenditures 
which should have been incurred next 
year. That is certainly inappropriate. 

Mr. Chairman, it seems to me that 
whether you come from the liberal 
side of the aisle in this House or the 
conservative side of the aisle you are 
concerned about deficits. I think the 
concern is legitimate. 

If you are on the liberal side of the 
aisle, you may lean toward increasing 
taxes as a legitimate way to address 
the deficit problem we have today. If 
you are on the conservative side of the 
aisle, you lean toward cutting spend
ing. 

What you do not lean toward, how
ever, I would hope, is a bill which 
clearly uses only mechanisms of ac
counting and smoke and mirrors in 
order to reach an alleged budget defi
cit reduction. 

This bill does not accomplish any 
deficit reduction of substance and it is 
an abandonment of the purpose of 
this House and especially an abandon
ment of the reconciliation process for 
us to pass it. 

Mr. GRAY of Pennsylvania. Mr. 
Chairman, I yield 1 minute to the gen
tlewoman from Ohio [Ms. OAKARJ. 

Ms. OAKAR. I thank the gentleman 
for yielding me this time. 

Mr. Chairman, I rise in support of 
H.R. 5300, the Omnibus Budget Rec
onciliation Act of 1986. However, I do 
so reluctantly. I had hoped that today 
we would consider an amendment to 
this legislation to protect Federal, 
military, black lung, railroad retirees, 
and other retirees' cost-of-living ad
justments [COLA's] from the threat 
of further Gramm-Rudman cuts. In 
effect, this amendment would have 
simply provided that these retirees be 
treated the same as Social Security 
beneficiaries. It would have guaran
teed that our Nation's retirees would 
be treated equally and that they 
would be assured of the COLA's which 
they have been promised by law. It 
would not have added 1 penny to our 
budget deficit. 

The reconciliation does provide 
COLA's for 1987 but does not hold it 
harmless in Gramm-Rudman in the 
future. 

The Senate has already adopted 
such an amendment as part of its rec
onciliation legislation. Twice, I have 
attempted to offer a COLA protection 
amendment in this body. Yesterday, I 

proposed that my amendment be con
sidered as part of H.R. 5300. This 
summer, I proposed that it be consid
ered as part of our action to affirm the 
1986 Gramm-Rudman cuts. Both 
times, it was decided that I would not 
be allowed to offer the amendment on 
the floor of this House. 

Last December, the recipients of 
civil service, military, tier II railroad, 
CIA, black lung, Foreign Service, and 
certain FECA retirement benefits were 
abruptly denied their COLA. Scores of 
these retirees were informed only 2 
weeks before they expected to receive 
their checks that their 1986 COLA 
had been suspended. The suspension 
became a denial on March 1, 1986. At 
the same time, their contemporaries, 
who receive Social Security benefits 
were given a 3 percent adjustment. 
This action immediately established 
unequal treatment of our Nation's re
tirees, and placed an unnecessary fi
nancial strain on millions of senior 
citizens. 

In 1983, Social Security recipients 
were required to sacrifice their 
COLA's for 6 months. Similar sacrific
es have been made by all civilian retir
ees, as well as military and railroad re
tirees, over the past 3 years. While in
flation has risen 10 percent over this 
period, civilian and military retirees 
have only received one COLA, in 1984, 
at a rate of 3.1 percent. Over the last 6 
years, Federal annuitants and their 
survivors alone have lost approximate
ly 30 percent of their inflation adjust
ments. I believe the time has come for 
Congress to reexamine where sacrific
es need to be made. Senior citizens 
have done enough. 

Just a few months ago, Members of 
this body affirmed their belief in 
COLA equity for all retirees. On June 
24, by a rollcall vote of 396-19, the 
House approved my legislation, H.R. 
4060, which guarantees a COLA in 
January 1987 to recipients of civil 
service, military, and other Federal re
tirement benefits. The amendment I 
had hoped to offer today was a logical 
extension of this bill and this vote. It 
simply sought to treat all retirees the 
same. 

Mr. Chairman, unequal application 
of the law is never wise public policy. 
In the case of America's retirees, the 
Gramm-Rudman law is discriminatory. 
It singles out millions of retirees for 
unfair treatment. I fully support ex
empting Social Security beneficiaries 
from Gramm-Rudman. I firmly believe 
we should do the same, prospectively, 
for the rest of our Nation's retirees. 

In conference, I call upon the House 
conferees to accede to the Senate ver
sion. 

Mr. Chairman, Budget Committee 
Chairman GRAY and the chairmen of 
our other standing committees have 
worked hard to fashion this compro-
mise budget reconciliation language. I 
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fully appreciate the pressures they 
have been under to meet our deficit re
duction targets, especially in light of 
the administration's stubborn refusal 
to consider changes in revenues and 
defense spending as part of an overall 
deficit reduction effort. I commend my 
colleagues for their perseverance in 
fighting this seemingly impossible 
budget battle. 

I do believe, however, that this 
House had an opportunity to exhibit 
strong leadership in defense of fair
ness for our retirees. I am deeply dis
appointed that we did not seize that 
opportunity and vote on my amend
ment today. 

Mr. Chairman, I urge my colleagues 
to vote for H.R. 5300. In addition, I 
urge the House to accept the Senate 
amendments to exempt civil service, 
military, and other Federal retirement 
COLA's from further Gramm-Rudman 
cuts when we meet in conference on 
H.R. 5300. 

0 1455 
Mr. GRAY of Pennsylvania. Mr. 

Chairman, I yield 2 minutes to the dis
tinguished gentleman from California 
[Mr. WAXMAN]. 

Mr. WAXMAN. Mr. Chairman, I rise 
in strong support of H.R. 5300. The 
additional savings contained in the 
Budget Committee's perfecting 
amendment allow us to achieve our 
goals for reconciliation. Not only 
would we avoid a deep sequestration 
under Gramm-Rudman, but we would 
also make needed improvements in the 
Medicare, Medicaid, and Maternal and 
Child Health Programs. 

The Energy and Commerce Commit
tee provisions relating to Medicare in 
title IV of this legislation would, on 
net, reduce outlays by $100 million in 
fiscal year 1987 and $750 million over 
the next 3 years. These are real sav
ings, and are based on the Gramm
Rudman baseline. Moreover, they 
come from reforms in the methods of 
paying providers; there are no in
creases in the beneficiaries' out-of
pocket expenses. In fact, we have built 
into this bill protections against great
er patient liability, in situations where 
Medicare payments to providers are 
reduced. 

The Medicare provisions would lift 
the current freeze on physician fees 
and reward physicians for taking as
signment on their Medicare claims. 
The bill would achieve savings 
through reductions in payments for 
cataract surgery, clinical laboratory 
services, and therapy services in the 
home. It would also make several im
portant improvements in the Medicare 
Program, some of which were included 
in our reconciliation conference agree
ment last year. For example, we 
would: 

Improve patient access to vision 
care; 

Provide for judicial review on disput
ed claims; 

Mandate demonstration projects on 
providing services for patients with 
Alzheimer's disease; 

Provide payments for the drugs that 
are essential to the success of organ 
transplants already paid for by Medi
care; 

Improve the supply and distribution 
of organs for transplantation; and 

Initiate policy research on health 
care practices and patient outcomes 
that will enable us to make more sensi
ble program improvements in the 
future. 

With respect to Medicaid, the bill 
contains a number of important pro
gram reforms. Following on a recom
mendation of the Southern Gover
nor's Association, the bill would allow 
States, at their option, to extend Med
icaid coverage to pregnant women, and 
infants up to age 1, whose incomes fall 
below 100 percent of the Federal pov
erty line. I believe that this provision, 
which has bipartisan support, will 
enable the States to reduce their 
infant mortality rates and increase the 
number of low-income babies born 
without health problems. 

The bill also includes a provision to 
allow States to use Medicaid funds to 
pay the Medicare cost-sharing require
ments faced by the low-income aged 
and disabled with incomes below the 
poverty line. Finally, the bill contains 
a provision to hold 13 States harmless 
against a decrease in their Medicaid 
matching rates in fiscal year 1987 as a 
result of a change made by last year's 
reconciliation bill. The States protect
ed are: Arizona, Florida, Georgia, 
Maine, Minnesota, Missouri, New 
Hampshire, North Carolina, Ohio, 
Rhode Island, South Carolina, South 
Dakota, and Virginia. 

Each of these Medicaid reform pro
visions was adopted by the Senate in 
the reconciliation bill which it passed 
last Friday. They all have broad, bi
partisan support. While these provi
sions do cost money-$110 million in 
the first year-I do not believe that 
Federal funds could be better spent 
than helping poor pregnant women, 
infants, and elderly and disabled 
people get needed health care. 

I urge my colleagues to support the 
bill. 

Mr. GRAY of Pennsylvania. Mr. 
Chairman, will the gentleman yield? 

Mr. WAXMAN. I am pleased to yield 
to the gentleman from Pennsylvania. 

Mr. GRAY of Pennsylvania. Mr. 
Chairman, I ask the distinguished gen
tleman from California if he would tell 
me and tell the House what would 
happen in the area of health care for 
the elderly if this reconciliation pack
age is not approved, particularly with 
regard to things like the deductibility 
and other issues which the gentleman 
is one of the foremost experts on. 

Mr. WAXMAN. Mr. Chairman, the 
biggest complaint of the elderly under 
the Medicare Program is the fast in
crease in the hospital deductible. The 
reconciliation bill provides for a ceiling 
on that increase so that the elderly, 
once they have to go to the hospital, 
will not be faced with such a dramatic 
out-of-pocket cost. 

The legislation further, under Medi
care, provides for services for those 
who do not have services at the 
present time, particularly Alzheimer's 
patients, as well as some access to 
health care that low-income elderly 
would not have. 

Mr. GRAY of Pennsylvania. I thank 
the gentleman because some of the 
spending that was mentioned earlier 
by some of our colleagues really is re
ferring to the issues that the gentle
man is talking about, and they have 
been paid for by some increases in rev
enues which this administration ap
proves of. 

When you hear the talk about taxes, 
increased spending, you are talking 
about those issues that provide health 
primarily for the elderly in the area of 
Medicare and Medicaid and the de
ductibility. 

I think the House ought to be aware 
of that. 

Mr. Chairman, I yield 10 minutes to 
the gentleman from North Carolina 
[Mr. JoNEs], the distinguished chair
man of the Committee on Merchant 
Marine and Fisheries. 

Mr. JONES of North Carolina. Mr. 
Chairman, I rise to explain those pro
visions in the reconciliation bill con
tributed by the House Merchant 
Marine and Fisheries Committee. 
These are found in title VI of the leg
islation. 

The Congessional Budget Office has 
estimated that our provisions save $38 
milion in direct spending for fiscal 
year 1987 and $50 million in fiscal year 
1988 but increase direct spending by 
$3 million in fiscal year 1989, thus to
taling a decrease of $85 million in 
direct spending over 3 years. In addi
tion there is a $10 million savings in 
authorizations over 3 years. The Con
gressional Budget Office also esti
mates a $139 million increase in net 
revenues over the 3-year period. This 
last figure is attributed to the oil spill 
provisions. 

Subtitle A of title VI imposes certain 
modest fees on ocean dumping permit
tees. This language is essentially the 
same as that found in H.R. 1957, the 
Ocean Dumping Amendments Act of 
1985, which was approved by the 
House of Representatives on Decem
ber 10, 1985. 

Subtitle B has been stricken from 
the bill by adoption of the rule. 

Subtitle C amends the Merchant 
Marine Act of 1920 to permit the 
United States to gain possession and 
dispose of vessels and other assets in 
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default of a federally guaranteed loan 
under title XI of the Merchant Marine 
Act of 1936. The Government can 
recoup some of its costs by selling 
these assets. 

Subtitle D authorizes specific Coast 
Guard user fees associated with load
line and tonnage measurement laws. 
This subtitle is essentially the same as 
H.R. 1362, which was approved by the 
House of Representatives on Decem
ber 2, 1985. 

Subtitle E amends the Panama 
Canal Act of 1979 to increase the 
amount of interest on the United 
States investment in the Panama 
Canal which is paid to the United 
States by the Panama Canal Commis
sion. 

Subtitle F provides for a comprehen
sive oil pollution liability and compen
sation system. The House has repeat
edly endorsed and passed legislation to 
have a comprehensive Federal system 
to deal with oil spills but the other 
body has failed to act. Inclusion of the 
oil spill language in the reconciliation 
bill is another effort to seek to have 
the other body deal seriously with this 
issue in the 99th Congress. 

Subtitle G establishes a National 
Offshore Vessel Operators Safety Ad
visory Committee. 

Subtitle H repeals the act establish
ing the National Advisory Committee 
on Oceans and Atmosphere. Repeal 
should prevent future appropriations 
and thus save the Federal Govern
ment about $500,000 a year. 

Subtitle J imposes a requirement for 
the use of American built equipment 
for the exploration and developing on 
the U.S. Outer Continental Shelf. 

The Committee on Merchant Marine 
and Fisheries is proud of its title VI 
contribution to deficit reduction and 
supports its complete inclusion in the 
Omnibus Reconciliation Act. 

Mr. Chairman, I reserve the balance 
of my time. 

Mrs. MARTIN of Illinois. Mr. Chair
man, I yield 10 minutes to the gentle
man from Michigan [Mr. DAvis], the 
ranking member of the Committee on 
Merchant Marine and Fisheries. 

Mr. DAVIS. Mr. Chairman, I thank 
the gentlewoman from Illinois for 
yielding time to me. 

Mr. Chairman, I would like to take 
this opportunity to make some obser
vations about title VI of this bill, 
which was reported by the Merchant 
Marine and Fisheries Committee, and 
which I support. I commend my col
league, Mr. JoNEs, the chairman of 
our committee, for his capable expla
nation of the provisions of this title. 

There are two areas in which our 
committee elected to include user fees 
in this package. The first, the ocean 
dumping user fee, will collect from 
ocean dumping applicants a fee not to 
exceed $10,000, which will reflect the 
reasonable administrative costs of the 
Administrator of EPA in processing 

the permit application. This measure 
also provides for the collection of a 
special fee for permits issued by EPA 
to recover the costs of ensuring com
pliance with dumping regulations. 
These provisions were included in the 
Ocean Dumping Act reauthorization 
which passed the House on December 
10, 1985. 

We gave substantial thought to the 
fees, particularly the special compli
ance fee provisions of this legislation, 
especially as they affect the develop
ment and implementation of technolo
gy for destroying hazardous waste at 
sea by incineration. Specifically, the 
amount of the special compliance fee 
should not be set at a level which will 
adversely impact the prospects for 
commercial implementation of effec
tive and efficient ocean-based waste 
destruction technology. Also, we 
intend the special compliance fee to 
reflect the need for reasonable assess
ments of the direct effects on the 
marine environment caused by dispos
al activities and not for gathering 
baseline data nor to recoup the costs 
of long-term, comprehensive ocean re
search programs. 

The second user fee in this package 
will be charged by the Coast Guard to 
recover the costs of loadline and ton
nage measurement for vessels. The fee 
is part of the text of H.R. 1362, a bill 
revising, consolidating, and enacting 
certain laws related to loadline and 
tonnage measurement which passed 
the House December 2, 1985. The fee 
is a reasonable and direct user fee 
which has been agreed to by industry. 

In particular, I bring these two sec
tions into focus because there has 
been an effort to enact, as part of rec
onciliation, a general Coast Guard 
user fee for recreational boaters. It is 
the strong opinion of this Member of 
the House that these kinds of revenue
raising ploys are nothing but addition
al taxes and should, at the very least, 
be called by their real name. The Com
mittee on Merchant Marine and Fish
eries has made it abundantly clear 
time and again that we are not op
posed to reasonable, direct fees-dem
onstrated, I think, by our willingness 
to include two such fees in this legisla
tion. But we continue to oppose efforts 
to balance the budget with across-the
board taxes on specific sectors of our 
population, in this case boaters. I will 
continue to strongly oppose this con
cept here in reconciliation or any
where else it may appear in legislation 
we produce in this House. 

Mr. Chairman, title VI also includes 
a provision, in section 6201, to amend 
the Merchant Marine Act of 1920 to 
restore the protections the Maritime 
Administration enjoyed under the 
Vessel Loan Guarantee Program of 
title XI of the Merchant Marine Act 
of 1936, prior to enactment of the 
Bankruptcy Code in 1978. 

Title XI was created to meet the na
tional security objectives of secure wa
terborne commerce with adequate 
auxiliary vessels and crew. The Loan 
Guarantee Program was intended to 
be self-sustaining; to show neither 
profit nor loss over the long term. In 
the last several years, however, the 
program has experienced an unprece
dented series of defaults requiring 
payouts in the billions of dollars to 
guaranteed bond holders by the Feder
al Government. 

Until 1978, the Maritime Adminis
trator could repossess on demand de
spite the protections accorded a debtor 
under bankruptcy laws. However, Con
gress unintentionally eliminated that 
power when it revamped the Bank
ruptcy Code in 1978, and since that 
time, bankruptcy proceedings have 
presented a substantial impediment to 
the Maritime Administration for clo
sure efforts. The inability of the Mari
time Administration to foreclose on its 
collateral in a timely manner has been 
one factor in the current insolvency of 
the title XI program. 

Moreover, the continued operation 
by defaulting debtors adversely affects 
the financial liability of other, nonde
faulting operators. This, in turn, 
threatens the continued viability of 
other loans of the Maritime Adminis
tration by undermining the ability of 
nondefaulting operators to pay off 
their debts. 

Section 6201 will give back to the 
Government the ability to enforce a 
maritime lein, protect its collateral, 
and help assure the future viability of 
nondefaulting operators. It will also 
have the additional benefit of raising 
revenue for budget reconciliation pur
poses. CBO estimates it will raise 
about $34 million in the first year 
alone. 

Finally, Mr. Chairman, I would like 
to point out that our title of this bill 
includes comprehensive oil pollution 
liability and compensation, the "oil 
spill fund." This committee has 
worked long and hard to get a compre
hensive system of oil spill compensa
tion and cleanup and it is my hope 
that through this vehicle we may fi
nally get a system in place. My col
leagues may have noted that there 
was a frighteningly large oil spill near 
the Delaware River this month. That 
spill could have caused major damage 
to the environment. Luckily it did not. 
None the less, the taxpayers of this 
country, according to the Secretary of 
Transportation, paid $6.3 million to 
clean it up. Had we had the system 
proposed here today in place, the tax
payers would have been relieved of 
that burden. 

The important thing for us to keep 
in perspective is that we enact a 
system that fully compensates victims 
of oil spills and that fully cleans them 
up. This should be achieved while 
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treating all parties-industry, environ
mentalists, and States-in a balanced 
and fair manner, as well as upholding 
our obligations in the international 
maritime community. I urge my col
leagues to continue to press forward 
on ensuring that this oil spill fund is 
set up before we consider our work 
complete in this Congress. 

D 1505 
Mr. Chairman, I yield 3 minutes to 

the distinguished gentleman from 
Maine [Mr. McKERNAN]. 

The CHAIRMAN. Without objec
tion, the gentleman from Maine [Mr. 
McKERNAN] is recognized for 3 min
utes. 

There was no objection. 
Mr. McKERNAN. Mr. Chairman, I 

thank the distinguished ranking 
member for yielding. 

I want to say, first of all, that I 
voted against the rule on this legisla
tion because I feel that there is a 
better way to meet our obligations to 
reduce the deficit. Having said that, I 
also feel that it is important to sup
port this legislation in order to keep 
the process moving so that we will ul
timately be able to come to a resolu
tion which is going to reduce this defi
cit that faces our country. 

I want to commend as we begin to 
debate this particular aspect of the 
bill both the chairman of the Mer
chant Marine and Fisheries Commit
tee, as well as the ranking member, for 
including title VI, which is subtitle <F> 
of the oilspill liability. It is an issue 
that we on the committee have spent 
an awful lot of time dealing with. It is 
one which to my mind has not been 
satisfactorily resolved to date, espe
cially because of some of the provi
sions that adversely affect the States 
that have taken the initiative to pro
tect their particular coastlines; but 
section 6510 of subtitle <F> changes 
the way we have passed this legisla
tion in the past. It maintains States 
rights, and for me personally it is the 
successful culmination of a 4-year 
battle that we have had to make sure 
that States that had the foresight, 
such as Maine, to protect their coasts 
will continue to have that opportunity 
even as we move to a national system 
to also protect the coasts where those 
States have not had the foresight to 
do what the people of Maine have had 
on the books for some 15 years. 

I want to just say in conclusion 
again that I think this is a major step 
forward. I think we can all be proud 
that we are finally working toward 
having a way to protect our coasts and 
at the same time not interfering with 
those States that have already taken 
that action in order to make sure that 
they can preserve their coastlines, 
which are so important not only to the 
heritage of many of the States, but 
also to our future. 

Mr. DAVIS. Mr. Chairman, I have 
no further requests for time and I 
yield back the balance of my 'time to 
the gentlewoman from Illinois [Mrs. 
MARTIN]. 

Mr. JONES of North Carolina. Mr. 
Chairman, I have no further requests 
for time, and I yield back the balance 
of my time to the gentleman from 
Pennsylvania [Mr. GRAY], chairman of 
the Committee on the Budget. 

Mr. GRAY of Pennsylvania. Mr. 
Chairman, I yield 6 minutes to the dis
tinguished gentleman from California 
[Mr. PANETTA]. 

Mr. PANETTA. Mr. Chairman, this 
is not the most glorious moment in the 
history of the budget process. I think 
there are many of us who would look 
to a very strong reconciliation bill that 
will be comparable to the $400 billion 
that we have been able to achieve in 
the budget process over the last few 
years and to try in some way to pro
vide a package that is comparable to 
what we have been able to do in the 
past; but at best, we have a one-shot 
effort to try to avoid the ax of 
Gramm-Rudman. 

We are in the last few minutes of 
this year's budget game. Frankly, we 
have very little choice left. If we walk 
off the field now and do not adopt rec
onciliation, then we are sure to lose 
the game. Gramm-Rudman would go 
into effect to the tune of almost $24 
billion that would have to be reduced, 
$12 billion out of defense, $12 billion 
out of nondefense. 

We are looking at cuts in terms of 
cost-of-living increases. 

More importantly, in the defense 
area, we are looking at a cut of almost 
300,000 active duty personnel. There is 
not anyone here who is prepared to 
subject the country's security to that 
kind of a proposal. 

So we have to play out these last few 
minutes and we have to do it with a 
giant dose of pain killer, of novacaine, 
and that is what this represents. 

Everyone acknowledges that in this 
package we are not solving the struc
tural problems of the deficit. We know 
what we have to do to do that. We 
have got to proceed with serious re
ductions in spending and we have to 
proceed with revenue increases. That 
is where it is at. That has been ac
knowledged time and time again when 
it comes to dealing with the deficit 
issue. 

But what has happened? The Presi
dent has basically walked away from 
this issue and the Congress has fol
lowed. The President has said that we 
are not going to cut defense, we are 
not going to raise taxes, and the Con
gress basically says, "If that is your 
position, Mr. President, we are not 
going to cut spending." 

It is gridlock, budget gridlock, and it 
has been that way for the last 5 years 
and it continues today. 

Gramm-Rudman was intended to try 
to break that budget gridlock. That is 
the whole point of Gramm-Rudman. 
_It was intended to say to both the 
President and the Congress, "Get your 
act together, make your tough choices, 
or else we will cut everything else 
across the board." 

To the extent that Gramm-Rudman 
has failed to break that deadlock, 
Gramm-Rudman has failed, and I am 
one of those who worked on that pro
posal and felt hopefully that it would 
convince both the President and the 
Congress to act. It failed to do that; so 
we really do not have any choice 
today. 

The only path we can follow is the 
path of supporting this reconciliation 
to avoid an even greater crisis that 
this country would have to face· but in 
saying that, I hope all Memb~rs will 
learn some basic lessons today from 
what we do on reconciliation. 

First of all, let us understand that 
we cannot in the Congress wait for the 
President to lead on this issue. He is 
not. If you are waiting next year for 
this President to suddenly take a lead 
on revenues, forget it. Not raising rev
enues has been a centerpiece for this 
President throughout his administra
tion and he is not about to change 
next year. The President has basically 
taken the position that he is not going 
to put deficit reduction as a No. 1 pri
ority; so we ought not to wait for his 
leadership. If we are going to move on 
the deficit, we in the Congress are 
going to have to do it. 

Second, by enacting this package, we 
are bringing the Nation closer to a real 
crisis in terms of our deficit situation. 
Next year we face a target of $108 bil
lion under Gramm-Rudman. By enact
ing a short-term package in this sense, 
we face an even tougher situation next 
year. 

The third lesson is this. We are by 
enacting this package slowly limiting 
our options even more. 

The options for 1988 that we face in 
the budget for 1988 are one of two. We 
will either get rid of Gramm-Rudman 
and the targets that are a part of 
Gramm-Rudman or we will enact the 
very tough choices that have to be en
acted of adopting revenue increases 
and reductions totaling anywhere 
from $60 billion to $70 billion. 

We are in that corner now. We have 
given up the last few easy ways out 
throgh asset sales and through the 
other parts that are contained in the 
reconciliation; so ultimately what 
Gramm-Rudman failed to do, we may 
very well be forcing ourselves to do, 
which is to move on those tough 
choices. 

It does not replace leadership, but 
ultimately it may force us to take the 
right action because the public will 
demand no less. 
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Mrs. MARTIN of Illinois. Mr. Chair

man, I yield 5 minutes to the gentle
man from Ohio [Mr. WYLIE]. 

Mr. WYLIE. Mr. Chairman, I thank 
the gentlewoman for yielding. 

Mr. Chairman, I think my position 
was made quite clear in the previous 
debate on the rule which was held ear
lier this morning, that out of perhaps 
an overabundance of caution, I want 
to discuss the issue that I addressed 
earlier in regard to my amendment. 

As I said, the Rules Committee made 
in order an amendment to be offered 
by me. I did not ask the Rules Com
mittee to do this for me. This may be 
an historic moment where a Member 
received a rule that he did not request. 
It may be that the Rules Committee is 
compensating me for all the rules that 
I did ask for and did not receive, but I 
do not regard this as a favor, and in 
my opinion it is not a quid pro quo. 

I just learned about the rule when I 
came to the floor this morning when I 
saw the briefing sheet. When I took a 
look at the briefing sheet, I saw that 
the banking title of the reconciliation 
bill adds to the deficit by $470 million. 
This caused me great concern, because 
I was under the impression that what 
we were doing in the Banking Commit
tee was sending over a bill which met 
the deficit reduction targets as out
lined in the budget resolution. Because 
of this, it was my intent to offer an 
amendment which would reduce the 
banking title by $470 million and 
therefore reduce the deficit to the 
budget reduction figures. 

So there will be no misunderstand
ing, Mr. Chairman, my amendment, 
which was general in nature, did not 
specifically refer to the amendment of 
the gentleman from lllinois reducing 
the elderly rents or any other program 
contained in the housing authoriza
tion bill. 

I do think that I should point out to 
the members of the committee that in 
order to meet the budget require
ments, the Budget Committee is forc
ing the Farmers' Home Administration 
to sell rural housing loans that it 
holds in its portfolio. This amounts to 
a fire sale and it is forcing the Farm
ers' Home Administration to give up 
assets which it owns and which are 
valuable, in my opinion. 

During the debate on the rule this 
morning, the esteemed chairman of 
the Budget Committee brought to my 
attention with regard to H.R. 1 and its 
inclusion in the reconciliation bill that 
because of the rules of the other body, 
the extraneous legislative material 
contained in H.R. 1 will be dropped. 

For all these reasons, I do not intend 
to offer the amendment which was 
made in order by the rule, which I did 
not request. I think offering the 
amendment at this time would be a 
vain thing, and I am not in the habit 
of doing vain things. 

Now, Mr. Chairman, I would like to 
just say a couple of words about what 
we had to do in our Banking Commit
tee to meet the targets of the budget 
process. 

With regard to the Government
owned assets, the Banking Committee 
has few programs from which to 
choose. Therefore, title III, the Bank
ing Committee's title of H.R. 5300, 
contains legislation which would re
quire the Farmers' Home Administra
tion to sell loan assets in sufficient 
amounts to lower the net outlays by 
$2.4 billion over the next 3 years. 

Title III also contains legislation 
which would require the Export
Import Bank to sell sufficient loan 
assets to reduce outlays by $2.8 billion 
in 1987. 

The Banking Committee's contribu
tion to reconciliation is almost double 
the amount that was initially required 
by the concurrent budget resolution. 
This action was necessary because of 
the fact that H.R. 5300 was signifi
cantly under what was required to 
meet the 1987 Gramm-Rudman target 
and therefore avoid sequestration. 

Mr. Chairman, there has been a lot 
of controversy over achieving deficit 
reduction by means of selling off Gov
ernment assets. Some have referred to 
this as nothing more than a fire sale; 
that is, selling a portion of the assets 
of the Nation at the risk of realizing 
certain losses of the asset itself, its as
sociated future revenues and the dis
counts that will be required in order to 
sell it all for a one-time boost in reve
nues. 

I am going to support the reconcilia
tion bill today. 

As I said earlier this morning, I sup
port the housing bill which passed the 
House earlier this year and mention 
the fact that we did have a good day in 
the Banking Committee yesterday. We 
passed the package providing for a 
FSLIC recapitalization bill, a regula
tors' bill, a funds availability bill, H.R. 
1. 

For all these reasons, Mr. Chairman, 
I do not intend to offer my amend
ment at the time it is afforded to me. 

0 1520 
Mr. GRAY of Pennsylvania. Mr. 

Chairman, I yield 3 minutes to the 
gentleman from Michigan [Mr. DIN
GELL], the distinguished chairman of 
the Committee on Energy and Com
merce. 

Mr. DINGELL. Mr. Chairman, I 
thank the distinguished chairman of 
the Committee on the Budget, and I 
express my appreciation to him for 
not only his extraordinary ability in 
handling this difficult matter, but also 
his courtesy to me during this debate. 

I rise first for purposes of making a 
statement regarding the legislative 
history of the Conrail Privatization 
Act. 

On September 17, 1986, the Commit
tee on Energy and Commerce ap
proved the Conrail Privatization Act. 
In lieu of the committee report, this 
floor statement that I have with me 
represents the views of both the chair
men and the ranking minority mem
bers of the committee and the subcom
mittee, the gentleman from New 
Jersey [Mr. FLoRio]; my distinguished 
and beloved friend, the gentleman 
from New York [Mr. LENT], the senior 
minority member; our dear friend and 
colleague, the gentleman from Kansas 
[Mr. WHITTAKER], as Well as of our 
good friend, the gentleman from Illi
nois [Mr. MADIGAN]. 

Mr. LENT. Mr. Chairman, will the 
gentleman yield? 

Mr. DINGELL. I yield to the gentle
man from New York. 

Mr. LE.NT. Mr. Chairman, I thank 
the gentleman for yielding. 

Mr. Chairman, we know that there 
are many Members of the House who 
have concerns about how Conrail will 
deal with shippers, railroads, facilities, 
and State and local governments after 
it becomes a private company. I would 
hope that Conrail will negotiate in 
good faith to resolve all such concerns. 
I trust that the chairman shares my 
concerns, and that we can work to
gether in the appropriate fashion to 
see that Conrail is properly sensitive 
to these concerns. 

Mr. DINGELL. Mr. Chairman, I 
thank my dear friend from New York, 
and I concur fully in his statement. I 
would expect Conrail, as the gentle
man has said, to negotiate in good 
faith with the parties he has men
tioned to resolve these problems. I fur
thermore add that the committee will 
interest itself actively in this matter to 
ensure that Conrail is dealing with 
these concerns in an appropriate fash
ion. 

Mr. Chairman, I yield back the bal
ance of my time. 

Mrs. MARTIN of Illinois. Mr. Chair
man, I yield 3 minutes to the gentle
man from Pennsylvania [Mr. WALKER]. 

Mr. WALKER. Mr. Chairman, I 
must admit that I am one of the 
people who is fascinated when I go to 
a magic show, and I watch that act 
where the magician comes out and 
first of all brings an elephant onto the 
stage and levitates it. Then, after levi
tating it and so on, in a few moments, 
proof, the elephant is gone, and so on. 

Well, I must say that this whole 
process reminds me a little bit of that 
kind of a magic show, and we ought to 
be just as fascinated by it. The act of 
levitation was when we brought the 
budget to the floor. When I go to that 
magic show, I am always looking for 
the wires-you know, where do they 
have the wires on the elephant, and so 
on. Well, I suppose that I did not look 
hard enough in this case, because I 
was one of those who ended up believ-
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ing. I saw the levitation and I believed 
and I voted for the budget. because I 
really thought that this was some
thing that was real. 

Now I find out when we get the rec
onciliation package out here on the 
floor that in fact it was just another il
lusion. because the reconciliation 
package has absolutely nothing to do 
with the budget. What we have done is 
found about $15 billion. and poof. it is 
gone. Here it is out here in language 
and so on that everybody could under
stand. 

How did we get it to go away? Well, 
we took some spending that was sup
posed to be made in 1987 and we 
moved it back into 1986, so that the 
$230 billion deficit we had in 1986 be
comes a $231 billion deficit. That does 
not make any difference. good heav
ens, and so on. it just adds on to the $2 
trillion deficit that we have. Our kids 
will pay for it anyway, and so on. but 
it does not show up in 1987. 

Using that kind of logic, we could 
balance this budget. All we would have 
to do is take the whole defense budget 
out of 1987. bring it back and put it in 
1986-of course, it would make the 
1986 deficit about $500 billion. but 
who cares. that is by now. and so on
and we would have a balanced budget 
in 1987. We could all go home and we 
could campaign on the idea that. by 
golly. we had balanced the budget. 

This is the kind of illusion that we 
are dealing with out here. It is a magic 
act. It should not be taken seriously. 
We ought to kill this bill right now; we 
ought to just vote it down. 

Mrs. MARTIN of Illinois. Mr. Chair
man. will the gentleman yield? 

Mr. WALKER. I yield to the gentle
woman from Illinois. 

Mrs. MARTIN of Illinois. Mr. Chair
man. I just want the gentleman to 
know he should not give up in terms 
of the defense budget; we are not back 
with the conference report yet. 

Mr. WALKER. We have another ele
phant coming? I am pleased. 

Mr. GRAY of Pennsylvania. Mr. 
Chairman, I yield 1 ¥2 minutes to the 
gentleman from Tennessee [Mr. 
FoRD], a member of the Committee on 
Ways and Means. 

Mr. FORD of Tennessee. Mr. Chair
man. I rise in support of H.R. 5300, 
and I would like to commend the 
chairman of the Committee on Ways 
and Means. the gentleman from Illi
nois [Mr. ROSTENKOWSKI], also for his 
leadership in bringing in the title X 
section of H.R. 5300 that is before us 
today. 

I am especially pleased that title X 
of the bill includes provisions requir
ing that all States implement the 
AFDC unemployed parent program. 
Today in half the States a father must 
leave his home in order to support his 
family in order for them to receive 
AFDC benefits. It should come as no 
surprise that this policy encourages 

family breakup. What continues to 
surprise me, however, is the Reagan 
administration's opposition to this 
policy. The President has repeatedly 
stressed his profamily agenda and 
often alluded to the welfare policies 
that encourage the breakup of the 
family. 

We have taken the President at his 
word. We have identified the single 
most notorious antifamily welfare 
policy, and we propose to eliminate it 
in the reconciliation provision that 
was reported by the Ways and Means 
Committee. 

If the President means what he says, 
then he will support this bill, includ
ing the AFDC-UP program. After all, 
it gives him the best of both worlds. It 
gives him profamily, and also antidefi
cits. 

Mr. Chairman. we urge our col
leagues to vote for H.R. 5300. 

Mrs. MARTIN of Illinois. Mr. Chair
man. I yield 2 minutes to the gentle
man from California [Mr. DANNE
MEYER]. 

Mr. DANNEMEYER. Mr. Chairman, 
I rise in opposition to this package des
ignated " reconciliation." One would 
think that when we in the Congress 
have to face the reality of finding 
ways to reduce the deficit, most Amer
icans would say, "Well, cut spending." 

That is not true. What this package 
proposes to do is kind of like when the 
family gets together and discusses 
that they do not have enough money 
to run their household budget. and 
somebody suggests, "Well, let's sell off 
the kitchen, or how about the bed
room." 

"How can we live if we do that?" 
"Who cares about that? At least 

we'll get by this budget crisis for this 
year." 

That is what we propose to say in 
this reconciliation package: $15 billion
plus of alleged savings comes about 
from selling the kitchen or the bath
room or the bedroom of the house, 
$8.7 billion. What is most distasteful 
and reprehensible in this whole proc
ess of reconciliation is that we still see 
Members of the House using the rec
onciliation process as a vehicle for 
adding new programs for which no au
thorization exists. In this reconcilia
tion package it totals a little over $3 
billion. Never should we be putting our 
stamp of approval on that kind of a 
process. 

In terms of cuts there is $1.876 bil
lion of cuts in this bill. I commend the 
courage of those who developed it at 
least for that much. In case Members 
are wondering where we can find ways 
to cut more. I have a list of $26 billion 
in spending cuts that are identified, a 
compilation of recommendations of 
the Grace Commission, the Heritage 
Foundation. and the General Account
ing Office. 

The only thing that we need around 
here is people with the guts to vote to 

do it. We do not have this in the 99th 
Congress. and in November 1986 I 
hope that the American people will 
make a judgment as to who they want 
to show up around here in organizing 
the 100th Congress. 

0 1530 
Mr. LOWRY of Washington. Mr. 

Chairman. I yield 3 minutes to the 
gentleman from Arizona [Mr. UDALL], 
the chairman of the Committee on In
terior and Insular Affairs. 

Mr. UDALL. Mr. Chairman, the Con
stitution assigns the Congress broad 
responsibilities regarding our insular 
areas. Because their 3.5 million Ameri
cans do not have influence over the 
decisions we make that affect them 
equal to that of their fellow Ameri
cans, we have a special obligation to 
carefully consider the impact of all 
legislation upon the territories and 
commonwealths. 

The Committee on Interior and In
sular Affairs has broad jurisdiction 
over matters affecting our territories 
and commonwealths. Because almost 
all matters affect them, this jurisdic
tion is shared with other committees 
of the House. 

The circumstances of our Caribbean 
and Pacific insular areas are often dif
ferent from the rest of the Nation. Be
cause this means that their needs are 
also unique, they must be specially 
treated in most legislation. 

I am concerned that several provi
sions of this legislation were developed 
without consultation with the Com
mittee on Interior and Insular Affairs 
or our colleagues from the U.S. insular 
areas. I hope that the unique needs of 
the territories and commonwealths 
can be adequately addressed in the 
conference on budget reconciliation so 
that serious adverse consequences for 
insular America do not result. 

Two provisions of concern would 
impose new fees on port and customs 
use. The economies and consumers of 
the insular areas would be negatively 
and disproportionately impacted in 
comparison to the rest of the Nation 
because they are small, disparate, dis
tant from supplies and markets. have 
limited resources, import most con
sumer goods, export most of their prod
ucts to the United States, have higher 
costs of living and doing business than 
elsewhere in the Nation, and have per 
capita incomes which are far lower. 

The port use fee provision exempts 
the insular areas from the new levy for 
goods shipped from the United States 
to the islands but imposes it on goods 
shipped from them to the United 
States. This will yet further handicap 
their industrial development and 
should be a priority concern accommo
dated through a broader exemption. 

The customs user fee provision in
cludes no special treatment for the in
sular areas and would affect some dif-
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ferently than others, since Puerto Rico 
is within the United States for cus
toms purposes; American Samoa, 
Guam, the Northern Mariana Islands, 
and the Virgin Islands are outside U.S. 
customs territory; and Samoa and the 
Marianas enforce their own customs 
laws. Consumer costs, which are al
ready high, and manufacturing, which 
is not at a high enough level, would be 
more adversely affected in the insular 
areas than in the States. 

For example, according to our col
league Jaime Fuster, the customs user 
fee would add $21 million to consumer 
costs in Puerto Rico, given 1985 im
ports. Further, the commonwealth is 
three times as dependent upon inports 
than is the Nation as a whole. 

Our colleagues Fofo Sunia of Ameri
can Samoa and Ben Biaz of Guam, 
have pointed out the problems that 
these fees would create for the impor
tant tuna and textile industries in 
their territories. 

The territories receive necessary 
preferences in tariff treatment-since 
they are members of the American po
litical family-and something similar 
is needed in this situation-because of 
the unique impacts. Additionally, a 
fundamental element of the Federal 
fiscal relationship with insular areas is 
that they are either exempted from 
Federal revenue provisions or receive 
the proceeds of Federal collections. 
This principle should be maintained. 

A third provision of concern would 
require that all States provide Aid to 
Families with Dependent Children 
<AFDC> benefits to needy two-parent 
families in which the principal earner 
is unemployed and apply this require
ment to the U.S. insular areas. I sup
port such application because the need 
for these benefits in the insular areas 
is the same as the need for the bene
fits in the States. 

AFDC and related Medicaid assist
ance to the territories and common
wealths, however, is subject to amount 
limitations that supersede the Federal 
share of the costs of the programs. 
There are, of course, no similar "caps" 
on Federal payments under the pro
grams to the States. 

Because the current insular caps are 
well below even current program costs, 
the insular governments would have to 
pay all costs of the additional benefits 
which would be required by the bill
as much as $19 million by fiscal year 
1979, according to the Congressional 
Budget Office. Since most of these 
costs in the States would be paid by 
the Federal Government, the inequita
ble treatment of the territories and 
commonwealths in the AFDC and 
Medicaid programs would be made 
worse. 

So that further inequities are not 
unintentionally created by this legisla
tion, I urge that the provision be 
amended in conference to exempt the 
costs of the additional benefits from 

the caps on AFDC and Medicaid assist
ance to the territories and common
wealths. Our senior insular colleague, 
Ron de Lugo of the Virgin Islands, has 
already discussed the need to do this 
with Chairman Ford of the Subcom
mittee on Public Assistance and Un
employment Compensation. 

The bipartisan leadership of the 
Committee on Interior and Insular Af
fairs stands ready to work with the 
conferees on the concerns that I have 
identified. We and the insular repre
sentatives regard it as important that 
they be adequately addressed. 

Mrs. MARTIN of Illinois. Mr. Chair
man, I yield 3 minutes to the distin
guished gentleman from Illinois [Mr. 
CRANE]. 

Mr. CRANE. Mr. Chairman, the pro
vision in H.R. 5300, the Omnibus Rec
onciliation Act of 1986, that estab
lishes a 0.5-percent user fee on all 
formal entries of merchandise is a 
thinly disguised and ill-advised reve
nue raising device. 

This fee is GATT illegal on its face 
and in its effect, and cannot be justi
fied as a "user fee." The amount 
raised by this new tariff, in effect, is 
about $1.8 billion. This amount far ex
ceeds any fee that can be correlated to 
expenses of the Customs Services in 
processing imported goods. 

In order to be GATT compatible, 
any customs user fee must be associat
ed with costs of services provided to 
process imports. Article VIII of the 
GATT states that-

All fees and charges of whatever character 
imposed • • • in connection with importa
tion or exportation be limited • • • to the 
approximate cost of services rendered and 
shall not represent an indirect protection to 
domestic products or a taxation • • • for 
fiscal purposes. 

Under the GATT, countries have 
also agreed to attempt to reduce the 
number and diversity of such user 
fees. 

For fiscal year 1986, the entire 
budget for all programs of the Cus
toms Service was about $717 million 
including all administrative and per
sonnel costs, drug interdiction, air pro
gram, computer processing of customs 
documentation and import data. Be
cause of expanded drug enforcement 
efforts, the total customs budget for 
fiscal year 1987 should exceed $900 
million. However, this so-called user 
fee raises $1.8 billion-far in excess of 
the costs associated with the "service" 
provided in processing imported goods. 

Although the level of the fee seems 
small, in effect this fee increases the 
overall amount of tariffs collected by 
about 15 percent. In calendar year 
19&5, for example, about $13 billion in 
tariffs were collected on about 7 mil
lion formal entries. For individual im
ported products where duties are low 
or the value of products high, the 
total amount of the fee could be ex
tensive and far in excess of the cost as-

sociated with clearing the particular 
product through customs and collect
ing any duties. 

This user fee would apply to all 
duty-free products and preferential 
products under the generalized 
System of Preferences [GSPJ for de
veloping countries, Caribbean Basin 
Initiative and the Israel-United States 
Free Trade Zone Agreement. Under 
these programs and agreements, in
cluding those items that are bound at 
duty free under earlier MTN rounds, 
the United States is obligated to main
tain duty-free treatment. In some 
cases we would owe compensation for 
applying an additional revenue-raising 
fee or tariff, even though we have at
tempted to name it a user fee. 

Finally, this fee is a direct and bla
tant violation of the standstill and 
rollback provisions of the agreement 
reached just a few days ago in Punta 
del Este, Uruguay kicking off the new 
round of multilateral trade negotia
tions. The United States and about 90 
other nations agreed, during the 
period of negotiation, not to impose 
any further barriers outside GATT 
rules or auspices and to eliminate any 
such existing practices that violate 
GATT as soon as possible. Otherwise, 
further negotiations to establish trade 
disciplines and open markets becomes 
meaningless as countries engage in 
unilateral one-upmanship such as this 
fee. 

I hope we are more committed to a 
successful MTN, to an effective trade 
policy, and to the integrity of the 
United States in meeting its obliga
tions than this new fee or tariff sug
gests. The administration strongly op
poses such a fee. Our trading partners 
have already made representations to 
our Government against this provi
sion. I hope it can be dropped in con
ference. 

Mr. LEATH of Texas. Mr. Chair
man, I yield 5 minutes to the distin
guished gentleman from Texas [Mr. 
STENHOLM]. 

Mr. STENHOLM. Mr. Chairman, 
two sentences really stood out in this 
week's Congressional Quarterly article 
about this reconciliation bill: First, the 
package would pare $13 billion to $15 
billion from the fiscal 1987 deficit; and 
second, neither the House nor Senate 
package would contain any significant 
increases in taxes or cuts in Federal 
spending. 

Will someone please explain to me 
how we can reduce the deficit by $15 
billion without any significant cuts in 
spending or increases in revenue? 

Even if we are saved from sequestra
tion, we are not making an honest pro
jection of the fiscal year 1987 deficit. 

Since no fiscal year 1987 appropria
tions bills have been enacted into law, 
the Gramm-Rudman-Hollings base 
level, against which these reconcilia
tion savings will be computed for the 
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purpose of avoiding sequestration, is 
based on fiscal year 1986 appropria
tions levels. In other words, this base 
level deficit projection, unlike the reg
ular CBO and OMB baselines, is not 
based on extending current services 
into the future. 

The Gramm-Rudman-Hollings base 
level assumes that fiscal year 1987 out
lays will be virtually unchanged from 
fiscal year 1986 levels and that reve
nues will increase by an incredible $60 
billion. As our friend and colleague, 
HARRIS FAWELL, has pointed out in his 
excellent "Dear Colleague," 1986 reve
nues grew only by $31 billion and out
lays have grown over $50 billion a year 
for the last 6 years. Federal spending 
has grown in each of the last 21 years. 
To me, this sounds like a formula, not 
for coming anywhere close to meeting 
our Gramm-Rudman-Hollings target 
for 1987, but missing it by as much as 
$70 billion. 

If the fiscal year 1987 deficit does, 
indeed, come in at $70 billion over 
what we tell the public it is going to 
be, how are we going to explain that to 
our constituents back home a year 
from now? 

Even the fiscal year 1987 numbers 
are defective and we will be relying on 
the tax reform bill to save us from se
questration. 

One other thing worth remembering 
is how we arrived at the goal of reduc
ing the deficit by $13 to $15 billion in 
this bill. We are trying to get under 
the $154 billion Gramm-Rudman-Hol
lings "trigger." The August 20 "snap
shot" said we needed to find $9.4 bil
lion in savings to do that. But that 
$9.4 billion figure is the average of 
CBO and OMB estimates. Their indi
vidual estimates differed significantly. 
The GAO has already said the joint 
estimate was too low. 

Taking the CBO figure alone, we 
would have to cut $16.6 billion to avoid 
sequestration. Most Members today 
seem to agree, which is why this bill 
calls for $15 billion in savings, not $9.4 
billion. 

But these figures also imply that 
Congress will be depending on the tax 
reform bill to carry us the rest of the 
way below the trigger and provide 
about a $9 billion cushion. 

PROBLEMS WITH ASSET SALES 

This bill calls for $7 billion in asset 
sales. As a practical matter, the Gov
ernment probably should sell some 
assets and keep others. A smart busi
ness person is one that knows what 
lines of business he or she shouldn't 
be in. But I'm not going to discuss the 
merits of selling assets. These sales do 
not constitute $7 billion in deficit re
duction, unless we can sell that same 
$7 billion in assets next year and the 
year after. 

It's bad enough that selling assets 
reduces the defict only for 1987 and 
only from a cash-flow point of view. 
What's worse is that some of this 

year's asset sales will increase the defi
cit in future years, as the Government 
forgoes principal and interest repay
ments. For example, this year's $850 
million "saving" from selling SBA 
loans may be offset by $1.4 billion 
losses from future foregone revenues. 
CBO says that, in the long run, the 
prepayment of REA loans will cost 
almost $2 billion. And CBO says that 
selling Ex-ImBank loans will cost $543 
million by 1991. 

False savings this year mean big 
problems for fiscal year 1988 budget
ing. 

We are scrambling to get the deficit 
projection under the Gramm-Rudman
Hollings trigger of $154 billion, at least 
on paper. But if we do that without 
real spending reductions or revenue in
creases, what is going to happen next 
year? 

The deficit target for fiscal year 
1988 is only $108 billion. If we don't 
enact real deficit reductions this year, 
then next year will be still tougher. 
Even if the fiscal year 1987 deficit 
does come in under $154 billion
which I doubt-we will still have to cut 
spending and raise revenue to reduce 
the deficit another $46 billion to meet 
the 1988 target. Because the asset 
sales in this bill will reduce the deficit 
only technically and only for 1987, we 
are going to have to cut spending and 
raise revenues by another $7 billion 
next year. And if we pass the tax 
reform bill-which I hope we do not 
and think we might not-we will add 
another $17 billion to the fiscal year 
1988 deficit giving us at least $70 bil
lion to cut between now and 1988. 

As it is, we will probably have to cut 
still more: The CBO baseline deficit 
projection for fiscal year 1988 is al
ready $150 billion and this year's defi
cit is already approaching $230 billion. 
The longer we wait, the more painful 
it is going to be for everyone. 

This bill is not honest deficit reduc
tion. 

It's been said, if you just tell the 
truth, you don't have to remember all 
the stories you've told folks. The same 
rule applies to truth-in-budgeting. 
This reconciliation bill is not honest 
deficit reduction. Some of us will go 
home and tell our constituents that 
the House voted for $15 billion in defi
cit reductions. But a year from now, 
they're going to wonder why the 1987 
deficit is $180 billion or $200 billion or 
more, instead of the $154 billion this 
bill promises. 

Other problems with the reconcilia
tion bill. 

Lowering the fiscal year 1987 deficit 
by shifting $680 million in revenue 
sharing payments from October to 
September and trying to hide it in an 
already staggering 1986 deficit is pure 
chicanery. Overall debt will still go up 
by the same amount-and even more 
since the Government will begin 

paying interest on borrowing that $680 
million even sooner. 

The bill unravels an earlier compro
mise this Congress passed in 1983 to 
stabilize the Social Security system. 
Under the 1983 rescue, there would be 
no cost-of-living adjustment when in
flation is less than 3 percent. Yet, by 
incorporating a COLA at a lower infla
tion level, the bill spends $808 million 
more than would be spent under cur
rent law. 

There is new spending in the bill and 
authorizing language that does not 
have anything to do with the budget 
reconciliation process. The whole text 
of H.R. 1, a multibillion-dollar housing 
authorization will be incorporated. If 
this trend continues, soon Congress 
will be passing only two bills every 
year: A continuing resolution to appro
priate funds for the entire Govern
ment and a reconciliation bill to au
thorize the whole Government. 

The rule contains the usual waivers 
of all points of order against the bill. 
One wonders why we even bother 
maintaining the fiction of this House 
having rules if, on legislation as far
ranging and major as this, we continue 
to have more exceptions than rules. 

No, you can't have it all. 
Contrary to what the well known 

commercial says, we can't have it all: 
Guns, butter, low taxes, and real defi
cit reduction. At least one of those 
items has to give. Preferably, all three; 
guns, butter, and revenues should give 
some. Instead of fooling ourselves and 
misleading our constituents with 
promises that we can have it all, we 
need to acknowledge that the right 
tune for the times is you can't always 
get what you want. 

Our constituents do want us to make 
the hard choices. 

I voted last year for the Leath-Slat
tery-MacKay budget amendment that 
would have frozen all spending, includ
ing defense and entitlements, and 
except for programs for the neediest 
poor. The year before that I voted for 
the Roemer-Stenholm-Montgomery 
budget amendment that would have 
cut all indexing-for entitlements and 
taxes-to CPI minus 2 percent. I went 
from having one reelection opponent 
to none. Other Members of this body 
have had similar experiences. To me, 
that says that our constituents want 
us to make the hard choices; that they 
will understand if deficit reduction in
volves pain, as long as that pain is 
spread equitably and across the board. 

I don't know why my constituents 
should be much different from those 
in any other district. When I go home 
and go to town meetings and discuss 
what's in the Federal budget and what 
options are available, my constituents 
tell me they are willing to see entitle
ment growth restrained; they are will
ing to see defense growth restrained; 
they are willing to see revenues raised 
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a little if that is accompanied by 
spending cuts. 

It's been said that elected officials 
overestimate how much information 
the average voter has and underesti
mate how much wisdom he or she has. 
If we are honest with out constituents 
about what it will really take to bal
ance the budget, they will support real 
deficit reduction. 

Mrs. MARTIN of Illinois. Mr. Chair
man, I reserve the balance of my time. 

Mr. LEATH of Texas. Mr. Chair
man, I ask unanimous consent that 5 
minutes of the time remaining on each 
side be reserved until after the disposi
tion of all amendments and before the 
Committee rises. 

The CHAIRMAN. Is there objection 
to the request of the gentleman from 
Texas? 

There was no objection. 
Mr. PURSELL. Mr. Chairman, I would like to 

associate myself with the comments of my 
friend and colleague from Michigan, Mr. 
DAVIS, with regard to a provision in H.R. 5300, 
the Omnibus Budget Reconciliation Act, that 
reduces the Medicare reimbursement fee for 
cataract surgery. 

Mr. Chairman, I support H.R. 5300 with the 
understanding that the cataract surgery reim
bursement provision included in this legislation 
will be changed in conference so that these 
Medicare reductions are distributed more equi
tably among the States. 

The issue is not whether to cut reimburse
ment payments for cataract surgery but the in
equity of the formula used to determine these 
reductions. As written, the bill sets an upper 
limit on the prevailing charge for cataract re
moval with lens implantation at 11 0 percent of 
the prevailing charge for removal without im
plantation. 

The result is that some States are singled 
out for enormous reductions in their Medicare 
payments while others feel very little impact. 
Under the proposal, Michigan physicians 
stand to lose an average of 51 percent per 
case in payments for cataract surgery while 
those in California would lose only 7 percent. 

I support a proposal that more evenly dis
tributes the impact of reductions in cataract 
surgery payments among the States and reit
erate that my support for this legislation is 
conditioned on a conference change in this 
unfair and inequitable provision. 

Mr. DAVIS. Mr. Chairman, I would like to as
sociate myself with the remarks of my col
league from Michigan, Mr. PURSELL 

1 will vote for the omnibus budget reconcilia
tion, but I do so with the understanding that a 
provision concerning Medicare reimbursement 
for cataract surgery will be substantially im
proved in conference with the other body. 

This provision is nothing but punitive in its 
treatment of opthalmologists. It singles out 
this medical specialty for deep reductions in 
Medicare payments. Not only does this provi
sion unfairly target this profession, it will result 
in dramatic disparities in payment amounts for 
identical services provided in different States. 
The issue is not whether to cut the cataract 
reimbursement, but the inequity of this 
method. 

This provision is unrealistic because it at
tempts to base surgical fee reductions on an 
outmoded procedure. The outmoded proce
dure is extraction of the cataract without im
planting an intraocular lens. Today, in 95 per
cent of the cases, cataract surgery is per
formed with the implanted lens. Statistically, 
there are too few cataract surgeries per
formed using the old procedure to develop a 
valid baseline. The inequity of basing current 
payments on an outmoded procedure is illus
trated in the wide range of State-by-State re
ductions in Medicare payments that will result. 
For example, Michigan opthalmologists will be 
forced to bear a 51-percent payment cut for 
cataract surgery while another State's opthal
mologists' reimbursements will be reduced by 
only 5 percent. Clearly, this is not fair. 

It is important to stress that there is no valid 
reason for opthalmologists in certain States 
being targeted for massive cataract reim
bursement cuts. The quality, efficiency, and 
type of cataract surgeries performed in these 
States are identical to those in States which 
benefit from negligible cuts. The cause of this 
problem is a statistical aboration, and one 
which can be easily corrected with an across
the-board percentage reduction nationwide. 

I have been assured that when the budget 
reconciliation goes to conference, a more eq
uitable fee reduction plan will be adopted. My 
vote supporting the conference report is by no 
means assured without the correction of this 
glaring inequity. 

Mr. HENRY. Mr. Chairman, the process by 
which today's budget reconciliation bill has 
come to the floor has lately come in for wide
spread-and well-deserved-criticism. A proc
ess which was supposed to allow the neces
sary cuts in Federal programs to comply with 
the budget resolution has become the main, 
and nearly sole, vehicle for programmatic 
changes in Government programs. In one bill, 
and in one vote, we are asked to approve or 
disapprove of changes ranging from revising 
the reimbursement formulas for doctors and 
hospitals under the Medicare and Medicaid 
programs to "Buy American" requirements for 
offshore oil rigs. 

There are a number of programmatic 
changes in the bill which I support-such 
things as increases for physician and hospital 
rates under Medicare, the AFDC-UP provi
sion, the improved waiver authority for com
munity-based services for the mentally ill 
under Medicaid-section 2176 waivers. And 
the bill is, in· my view, still preferable to the 
disruption of sequestration. 

On the other hand, the bill does not meet 
our responsibility, in my view, for deficit reduc
tion. I am also strongly opposed to the inclu
sion of the State health risk pools provision in 
this budget reconciliation bill. It is a purposely 
vague attempt at establishing what has been 
described accurately as a "patchwork quilt of 
national health insurance"-paid for by the 
employer community. While we obviously have 
a pressing problem in the number of persons 
who do not have health insurance coverage, 
this "solution" is both dishonest in shifting this 
hidden cost to the business community, and 
shortsighted in encouraging the very problem 
we are attempting to resolve. 

Mr. FORD of Michigan. Mr. Chairman, I rise 
to explain title VII of the Omnibus Reconcilia-

tion Act of 1986, which represents a diligent 
effort on the part of the Committee on Post 
Office and Civil Service to meet this year's 
reconciliation directive. 

I am indeed satisfied that our committee's 
recommendations satisfy the reconciliation di
rective. 

This year, I am happy to say, the reconcilia
tion burden does not fall as heavily as it has 
in past years on Federal employees who were 
asked to provide more than their fair share of 
the effort to reduce our horrendous budget 
deficits. 

The reconciliation recommendations of the 
Committee on Post Office and Civil Service, 
which are included in the matter before us, 
are in two areas: First, participation in the 
Federal Employees Thrift Savings Plan; and 
second, computation of the postal revenue 
forgone appropriation. These recommenda
tions were approved by a bipartisan vote of 22 
to 0 and substantially achieve the savings re
quired by the concurrent resolution on the 
budget. 
ACCELERATE PARTICIPATION IN THRIFT SAVINGS PLAN 

This recommendation would permit employ
ees covered by the Civil Service Retirement 
System [CSRS] to begin contributing to the 
Thrift Savings Plan established by the Federal 
Employees' Retirement System Act of 1986 in 
January 1987 rather than July 1987. As a 
result, those employees who choose to par
ticipate in the thrift savings plan would have 6 
additional months during fiscal year 1987 
during which contributions would be withheld 
from their pay and invested on budget under 
the plan. 

The Federal Retirement System Act of 1986 
establishes a three-tier retirement program for 
those Federal employees covered by Social 
Security. The three tiers are: First, Social Se
curity; second, a defined benefit pension plan; 
and third, a tax-deferred thrift savings plan 
similar to 401 (k) plans common in the private 
sector. Under the thrift savings plan, an em
ployee may contribute to the plan, and there
by shelter from taxation, up to 1 0 percent of 
salary each pay period. The Government 
matches up to 5 percent of the employee-'s 
contribution. Under the act, the new retire
ment program commences in January 1987 at 
which time those employees covered by the 
new program may begin contributing to the 
thrift savings plan. 

The act also permits those employees cov
ered under the Civil Service Retirement 
System to participate in the tax-deferred thrift 
plan with certain qualifications. The qualifica
tions are: An employee may contribute only up 
to 5 percent of pay each pay period; employ
ee contributions are not matched by the Gov
ernment; employee contributions may be in
vested only in Government securities; and an 
employee may not begin to contribute until 
July 1, 1987. 

The reconciliation recommendation would 
permit employees under the CSRS to begin 
contributing to the tax-deferred thrift plan in 
January 1987. This is the same time employ
ees under the new plan are permitted to begin 
making contributions and will provide an addi
tional 6 months during which the affected em
ployees may enjoy the benefits of the tax-de
ferred savings plan. The other qualifications 
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for CSRS employee participation are unaffect
ed. Similarly, the provisions of the act relating 
to the 6-month "open season" during which 
employees may switch from the CSRS to the 
new program are unaffected. 
REVISE METHOD FOR COMPUTING REVENUE FORGONE 

APPROPRIATION 

This provision implements one of the rec
ommendations of the Postal Rate Commission 
from the June 18, 1986, report on its pre
ferred rate study, which was required by the 
Consolidated Omnibus Budget Reconciliation 
Act of 1985. This recommendation revises the 
method for computing the amount of the reve
nue forgone appropriation for reduce-rate 
mail. Called the equal markup method, it de
fines the amount to be appropriated in terms 
of a percentage markup over the attributable 
cost level that determines the reduced post
age rates which the mailers of reduced-rate 
mail have to pay. Each of the reduced-rate 
categories will have the same percentage 
markup over attributable costs as is set for 
the most closely corresponding regular-rate 
category in postal rate proceedings, in order 
to help cover the institutional costs of the 
postal system. Through the revenue forgone 
appropriation, the Federal Treasury will then 
bear the same percentage contribution to in
stitutional costs as regular ratepayers are re
quire to pay for the same general type of mail. 

Because all of the institutional costs of the 
postal system must be paid by someone, any 
reduction in the portion to be paid from appro
priations inevitably affects the postage rates 
which must be charged to other kinds of mail. 
There can be no saving for the Government 
as a whole until postage rates in general are 
adjusted to reflect the revised methodology 
for determining how much should be received 
from appropriations. Accordingly, the revised 
methodology will be introduced in conjunction 
with the next general rate adjustment, but for 
appropriation purposes will take effect not 
later than January 1, 1989. 

Enactment of this provision will result in 
savings of approximately $200 million in fiscal 
year 1989. 

Mr. HOWARD. Mr. Chairman. The budget is 
dishonest. Some have even characterized it 
as a "Mickey Mouse system." Whatever, as 
an accounting technique, it is wrought with in
equities and deceptions which, when all is 
said and done, serve to victimize the Ameri
can people. 

Nowhere in the entire hodgepodge of the 
budget is this better demonstrated than by the 
current treatment of the so-called transporta
tion trust funds-the highway, transit, aviation, 
and inland waterways trust funds. 

These funds are self-supporting and fi
nanced by fees paid by the users of these 
transportation systems. Under the law, they 
are dedicated solely for transportation im
provements. However, the balances in these 
funds have been used to make the Federal 
deficit appear smaller. Current practice allows 
this by permitting the President and the Con
gress to "cook the books." 

Who suffer? The American people and the 
quality of life afforded them; needed infra-
structure projects; and our Nation's overall 
long-term economic growth. 

Recognizing this, I, along with a number of 
my colleagues, have labored long and hard to 

get these trust funds removed from the unified 
budget. As some have said, it is not right to 
count such user-fee receipts against the Fed
eral budget deficit. 

Most recently, in H.R. 5300, the Omnibus 
Reconciliation Act of 1986, language was in
cluded which would achieve this end. But, as 
in the past, the committee's efforts have been 
thwarted. Not, I might add, by a vote of the 
House but by action taken by the Rules Com
mittee which provides that in adopting the rule 
on H.R. 5300, the off-budget language would 
be automatically deleted. 

Regardless, I think it is important that we 
understand what the issue really is. Taking the 
transportation trust funds off budget is not a 
Public Works Committee issue. It is an "Amer
ican people's" issue. As such, it should tran
scend politics and committee jurisdictions. 
The focus should be on the American people 
and not Congress, for it is they, not the institu
tion, who are being victimized. 

No doubt people have argued that taking 
the transportation trust funds off budget will 
result in greater cuts in other transportation 
programs; that doing so will result in drastic 
increases in across-the-board cuts under 
Gramm-Rudman; and that this would set a 
precedent for taking other trust funds off 
budget. 

At the least, these assertions are exaggera
tions; at the most, they are wrong. 

Taking the transportation trust funds off 
budget-

Does not necessarily result in cuts in other 
transportation programs-just like taking 
Social Security off budget last year did not 
result in automatic cuts this year in other 
income security programs; 

Does not result in drastic increases in 
across-the-board cuts under Gramm
Rudman-CBO estimates only one-tenth of 1 
percent; 

Does not give higher spending priority to 
transportation at the expense of other pro
grams-over 1 00 safety net programs exempt 
from Gramm-Rudman would not be affected; 

Does not eliminate annual congressional 
oversight or controls-that is, authorizations 
and appropriations; 

Does not set a precedent for other trust 
funds-we are not simply talking about trust 
funds but user-fee financed trust funds whose 
programs receive no general fund appropria
tions. Other than Social Security, the transpor
tation trust funds are the only ones that fit this 
definition; and 

Does not alter the role or responsibility of 
the Appropriations and Ways and Means 
Committees-to set ceilings and taxes. 

This is not budget gimmickry. It will not 
open the flood gates. And, it is not a question 
of "haves" and "have nots." 

Regardless of what happens today, I remain 
committed to this issue. Taking the transporta
tion trust funds off budget is good public 
policy based upon truth in budgeting. Unfortu
nately, we are dealing with a dishonest 
budget. 

Mr. FIELDS. Mr. Chairman, I rise in strong 
support of the Panama Canal interest provi-
sion which is contained within title VI of H.R. 
5300. 

This provision, which I authored, was adopt
ed by the House Merchant Marine and Fisher-

ies Committee and will raise, according to the 
Congressional Budget Office, some $9 million 
in fiscal year 1987, $6 million in fiscal year 
1988, and $5 million in fiscal year thereafter. 

I would like to briefly share with my col
leagues the justification and need for this pro
posal. 

As some of my colleagues may recall, last 
year we adopted and the President signed 
into law a bill which directed that the interest 
payment on our original investment in Panama 
Canal be paid directly into the General Fund 
of the U.S. Treasury and not the Panama 
Canal Commission Fund. 

This proposal was necessary because of 
some ambiguous language contained within 
the Panama Canal Act of 1979 which caused 
the diversion of some $62 million in U.S. tax
paye funds between October 1, 1979, and De
cember 31, 1985. 

While this legislation could have simply 
transferred the $62 million and all future inter
est payments to the U.S. Treasury, the bill 
was drafted so that it affected only prospec
tive interest payments. 

As the author of Public Law 99-195, I 
chose not to seek a transfer of the $62 million 
because these funds are needed by the 
Panama Canal Commission in order to avoid a 
serious cash-flow shortage at the beginning of 
each fiscal year. 

With the problem of all future interest pay
ments now successfully resolved, H.R. 5300 
addresses a key remaining issue involving the 
level of our investment in the canal upon 
which our interest payments are calculated. 

The language contained in subtitle E of title 
VI would raise the principal on our investment 
in the canal to the level where it should have 
been had no interest funds been previously di
verted. 

With the enactment of this provision, the 
Department of the Treasury would be author
ized to add the $62 million that is deposited in 
the Panama Canal Commission Fund to the 
level of our principal investment, which is 
$75.1 million, and to calculate our yearly inter
est payment by multiplying that figure by the 
prevailing interest rate of 9.3 percent. By so 
doing, you arrive at the savings calculated by 
CBO which represents some $20 million in 
U.S. taypayer funds for just the next 3 fiscal 
years alone. 

Let me emphasize, however, that this 
amendment does not transfer the $62 million 
to the General Fund of the U.S. Treasury. 
While I am sure that some of my colleagues 
would support such an effort, I have once 
again decided not to seek a transfer of those 
funds because such an action would have an 
adverse and negative impact on the oper
ational requirements of the Panama Canal 
Commission. 

While some may argue that this proposal 
may cause the Commission some financial 
anxieties, I would emphasize to my colleagues 
that at the end of July, with only 2 months left 
in the fiscal year, the Commission had accu
mulated an operational surplus of $10.3 mil
lion. Without this provision, the Republic of 
Panama will receive a huge and substantial 
profit payment for fiscal year 1986. This profit 
payment is the result of language contained 
within title XIII of the Panama Canal Treaty of 
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1977 which requires that any Panama Canal 
Commission revenues which exceed expendi
tures must be paid to the Government of 
Panama. 

While I have no desire to damage our long
standing relationship with the Republic of 
Panama, there is no debate or controversy 
among the members of the House Merchant 
Marine and Fisheries Committee over the fact 
that these interest payments on our invest
ment in the canal should be properly paid and 
deposited in our U.S. Treasury. 

Finally, Mr. Chairman, since there is no dis
pute over the legitimacy of our claim to these 
interest payments, I would like to address the 
impact of this proposal on the operational 
budget of the Panama Canal Commission. 

I would say to my colleagues that there are 
four important reasons why this proposal will 
not cause any cash flow problems for the 
Panama Canal Commission. These are: 

First, the President has signed into law leg
islation I sponsored which permanently ex
empts the Panama Canal Commission from 
the enforcement provisions of the Gramm
Rudman-Hollings law. Without this exemption, 
the Commission would have had its operation
al budget reduced by $18.3 million in fiscal 
year 1986 alone. These funds are now avail
able for their use. 

Second, the Panama Canal Commission re
ceived earlier this year some $17.1 million in 
funds from the fiscal year 1986 supplemental 
appropriation bill. 

Third, the Commission has, and will contin
ue to have, access to the $62 million in inter
est funds that accumulated between October 
1, 1979, and December 31, 1985. 

And, fourth, the Commission continues to 
utilize some $85.6 million in U.S. taxpayer 
money which was appropriated to that agency 
in 1979. While the Commission has repaid 
some $378 million from its original appropria
tion, $85.6 million is still outstanding at this 
time. 

Mr. Chairman, I would urge my colleagues 
to support the committee's position on this 
proposal which will raise over $20 million for 
the U.S. Treasury by restoring the proper level 
of our investment in the Panama Canal. 

Thank you, Mr. Chairman. 
Mr. ROYBAL Mr. Chairman, today we have 

before us a bill containing changes to Medi
care and Medicaid-programs essential to the 
health and well-being of millions of elderly and 
poor. Several signfiicant initiatives deserve 
your support, especially the two Medicaid pro
visions relating to the elderly and children. I 
have personally pushed two other key 
changes-holding down Medicare's deductible 
and upgrading Medicare's quality assurance 
system. 

For 2 years, I have been pushing Congress 
to constrain Medicare's deductibles and coin
surance. I am pleased that this bill will con
strain Medicare's 1987 hospital deductible and 
nursing home coinsurance. Instead of rising to 
an outrageous $572 in 1987, the deductible 
would be held to $500, an increase which ap
proximates the increase in the elderly's Social 
Security COLA. I believe we should have 
made this linkage to the COLA a permanent 
fixture, but that will have to apparently wait 
until next year. 

On a second front, I launched an effort in 
1985 to upgrade Medicare quality assurance. 
Today we can take a significant step forward 
in this effort by passing the quality assurance 
provisions in this bill. Reconciliation contains 
several improvements which are contained in 
my quality assurance bills, H.R. 1870 and H.R. 
4330. They deserve your strong support. 

Again, I believe we need to go much further 
in the quality area. We must increase the em
phasis on quality assurance, expand review to 
all types of providers, open consumer hot
lines, add consumer advisory boards, and 
create a national quality assurance council. A 
special area of concern is the absence of 
quality assurance for care in the home. As for 
nursing home and home care access, we 
need to set up a prior authorization system for 
nursing home and home health care, to have 
intermediaries be more accurate and uniform, 
take into account "medical necessity" and 
"practical matter considerations," and to build 
the PRO into the appeals process. I would 
hope that these issues will be part of next 
year's legislative effort. 

I strongly urge your support of the intiatives 
to improve Medicaid, and to constrain Medi
care's deductible and upgrade its quality as
surance. 

Mr. FAZIO. Mr. Chairman, I rise in support 
of the reconciliation package, and I urge my 
colleagues to vote in favor of this measure. 

Everyone is aware of the problems associ
ated with the huge and growing deficit. The 
public declares it to be the No. 1 economic 
problem. Economists of all persuasions tell us 
it is not possible to "grow" our way out of the 
deficit, and if we don't act to reduce it in a 
reasonable way, we will throw the economy 
into a recession. 

Cutting spending is a difficult process. That 
is because every program affects individuals. 
Politicians at the local, State and Federal level 
talk of the shortage of funds for our infrastruc
ture programs, for the poor and the aged and 
the list goes on. Whether we are talking about 
funding a submarine which increases the em
ployment base of an area, or funds to bolster 
the number of air traffic controllers, tax dollars 
raised and spent directly or indirectly impact 
people. 

On the other hand it is easy to talk about 
the problem of the deficit. On the other, it is 
just as easy to defend program "X" and pro
gram "Y." It is also easy to blame the deficit 
on this policy or that spending program or that 
tax break. It is not easy to take the action we 
are being called upon to do today. But we 
weren't elected to find the easy way out. We 
were elected to make the hard choices. 

We passed our budget resolution earlier this 
year. Reconciliation is a major part of imple
menting that resolution. Granted, the reconcili
ation bill before us is not perfect and no one 
is claiming it is. What we are saying is the 
time for rhetoric is over and the time for 
action is upon us. If we fail to fulfill our re
sponsibilities today, the Gramm-Rudman ma
chine of mindless cuts will take over. Respon
sible action is needed. I urge you to vote yes. 

Mr. DASCHLE. Mr. Chairman, I am deeply 
troubled by the shift of attention in this meas
ure away from the unique needs of rural hos
pitals. Rural America is in a state of economic 
crisis. Crop prices are at depression levels. 

Land prices have plummeted. And we are 
seeing record numbers of bankruptcies and 
foreclosures among farmers. Small business
men, dependent for survival on a vital farm 
economy, are closing their doors. My fear is 
that we soon will see rural hospitals, hit hard 
by the effects of a depressed rural economy, 
forced to close their doors as well. This would 
be a tragedy. 

The administration has told hospitals they 
will only receive a 0.5-percent increase in PPS 
payments next year, well below the market 
basket. The measure before us does slightly 
better, but not enough to meet the rising costs 
to rural hospitals, which are particularly affect
ed by the PPS rate deficiency because they 
have a consistently higher Medicare popula
tion than their urban counterpart. 

The smallest rural hospitals are experienc
ing a dramatic 12-percent negative patient 
margin. Hospitals with fewer than 50 beds, 85 
percent of which are rural, suffered a negative 
net patient margin in 1986. I know of several 
small hospitals in South Dakota which, finan
cially, cannot hold on much longer. 

I cannot emphasize enough the serious 
effect hospital closures would have on my 
State. South Dakota is a medically under
served area where it is common for patients 
to travel long distances to the nearest hospi
tal. If the smallest of these hospitals were 
forced to shut down, it would have tragic 
human consequences. These institutions des
perately need an adequate reimbursement 
rate under Medicare. 

I share the commitment of this administra
tion and the Congress to halt deficit spending. 
Such commitment, I know, translates into 
fewer dollars for health care and intense com
petition within the health care industry for 
those dollars. Unfortunately, the small rural 
hospital, which has high Medicare and indi
gent care populations, has gotten the short 
end of the stick. 

The Senate reconciliation bill calls for a 1.3-
percent increase in the PPS rate. While this is 
less than adequate for the struggling rural 
hospital, it is better than the 1 percent which 
the House bill allows. 

This administration has ignored rural health 
care. When the cuts have to be made, the 
White House would rather ask the elderly or 
the disadvantaged to bear the burden-never 
the Defense Department. The Congress has 
the opportunity to do something positive on 
this issue by providing a realistic and fair PPS 
rate for rural hospitals. I urge the House con
ferees to consider the unique financial needs 
of rural hospitals when the issue of PPS rates 
is addressed in conference. 

Mr. WALGREN. Mr. Chairman, I urge sup
port of the budget reconciliation bill of 1986. 
This bill, with all its limitations, reduces the 
Federal deficit to meet the 1987 Gramm
Rudman target by cutting the deficit by $15 
billion, $3 billion more than the Senate bill. 

It is important to once again bring attention 
to how we got to a 1986 deficit of well over 
$200 billion. In 1979, the Federal deficit was 
$27.5 billion. By 1985, it ballooned to $212 bil
lion. This rapid runup in deficit spending is due 
largely to irresponsible tax cuts for the 
wealthy and for corporate America, pushed 
through the Congress in 1981 and large yearly 
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increases in military spending since then. 
Since 1980, social spending has been re
duced almost $50 billion per year while inter
est costs and military spending have gone up 
more than four times that amount. The addi
tional $200 billion we are now spending on in
terest costs and the military is widely recog
nized as unnecessary. This is the real damage 
of the Federal deficit, "wasting" $145 billion 
per year on interest payments required simply 
to carry the national debt for 12 months-from 
the start of one budget year to the start of the 
next-without producing anything for anybody. 
Interests costs are "waste" in its purest form. 

The bill before us is the third in 3 years at
tempting to restore the balance that became 
unhooked in 1981. We are trying to make 
careful cuts to achieve not only a balanced 
budget but a better balance in Federal prior
ities. 

While not affecting the budget deficit, I 
would like to highlight several provisions I 
sponsored in the Energy and Commerce Com
mittee which have been included in this over
all legislation that are important in their own 
way. 

MEDICAL PRACTICE VARIATION 

The first directs the National Center for 
Health Services Research to accelerate re
search on variation in medical practice. Our 
country has a tremendous variation in accept
able medical treatment. For example, Medi
care patients in South Dakota have 69 per
cent more surgery than those in South Caroli
na. Why? People in Omaha are three times as 
likely to be hospitalized as people in San 
Diego. Women in one part of the country are 
four times as likely to have a hysterectomy 
than those living in another area. What can 
explain this variation in medical practice. Why 
do we spend much more on medical care in 
one region of the country than we do in an
other, even though each area has the same 
kind of problems? 

Our Health Subcommittee heard testimony 
that Medicare hospitalization costs in the area 
around the University of Iowa were $734 com
pared to $1,320 in the Des Moines area. 
Why? Medicare costs for hospital care for 
each beneficiary in the Boston area was 
$1,894 compared to $1 ,078 per person in 
New Haven, CT. Why? If the New Haven rate 
had applied to the Medicare beneficiaries 
living in Boston, Medicare could have saved 
$63 million. Researchers say this difference 
was due to different ways doctors practice 
medicine from one area to another. 

Some variation can be justified: high inci
dence of black lung disease in coal mining 
areas; some is not. My amendment would re
quire Medicare to examine the extent and rea
sons for variations with emphasis on several 
costly and risky medical treatments. 

Better information on variation would pro
vide the medical community with state of the 
art information. The medical community itself, 
not the Government, remains responsible for 
educating physicians and helping them 
change their practice or reduce unnecessary 
procedures. In a Vermont project, tonsillecto
mies declined 46 percent in 4 years even 
though the kids were no healthier. In New 
Mexico antibiotic injections dropped 60 per
cent when a physician feedback program 
helped the medical community agree on 

when, and when not, to use this kind of treat
ment. 

Medicare is on shaky financial grounds. 
Some project bankruptcy in the 1990's. While 
there is hardly a better use of our tax effort 
than providing good health care, we must 
make sure our Medicare dollars are spent 
wisely. 

IMMUNOSUPPRESSIVE DRUGS FOR ORGAN 
TRANSPLANTS 

Another provision I sponsored provides pay
ment for immunosuppressive drugs for Medi
care organ transplant patients for the first year 
after transplantation. Immunosuppressive 
drugs, like cyclosporine, are necessary to pre
vent the body from rejecting the transplanted 
organ. My amendment would pay for such 
drugs as a Medicare benefit for the first year 
after transplant. 

The Task Force on Organ Transplantation 
found that some 15 percent of those who 
need transplants are being denied solely be
cause they cannot pay for the drugs. While 
my provision would not help all those who 
need organ transplants, it would permit Medi
care patients who cannot afford the drugs to 
have the same access as those who can. 
That is only the right thing to do. 

Medicare was extended to kidney patients 
in the first place because of concern that 
some were being denied lifesaving dialysis 
due to inability to pay. It would be almost im
moral to go back to those days for those 
whose lives can be saved by transplants 
simply because someone could not pay for 
the immunosuppressive drugs required to make 
the transplant survive. 

Ironically, it is both more humane and costs 
less to transplant kidney patients than to sup
port dialysis. Three years after a kidney trans
plant many patients can leave the Medicare 
Program and require no further support. That 
is what the program should be all about. 

ORGAN DONATION COUNSELING 

My third provision requires hospitals partici
pating in Medicaid and Medicare to raise the 
possibility of organ donation with next of kin. 
Families, of course, would have the right to 
decline to donate, for whatever reason. But 
there is a time to ask. 

The Task Force on Organ Transplantation 
recommended that Federal and State legisla
tion require hospitals to establish what are 
called "routine inquiry" policies. About 22 
States currently have such legislation in effect 
and have found a dramatic increase in the 
number of organs donated in response to 
being asked. 

This provision is needed to meet the terrible 
shortage of organs available for donation. 
Only about 1 in 1 00 families who could donate 
organs are now doing so. When approached, 
about 4 in 5 families donate. There are 40,000 
people who could benefit from kidney trans
plants alone if an adequate supply were avail
able. The shortage of organs is one of the key 
limiting factors in making the miracle of organ 
transplants more widely available. We have all 
heard the heartwrenching pleas of families on 
TV appealing for organs to save the lives of 
their loved ones. My provision would help in
crease the supply of organs so that more of 
those families who need transplants could get 
them. 

I hope the Congress adopts this bill both to 
bring down the deficit and make these modest 
improvements in our health care program. 

Mr. SHUMWAY. Mr. Chairman, I cannot 
support the Omnibus Budget Reconciliation 
Act of 1986 because it amounts to a gross 
departure from the original intent of such a 
bill. Reconciliation should be the process of 
resolving the differences between appropria
tions and budget limitations; it should not en
compass creation of new spending and avoid
ance of real spending reductions. 

By creating new spending of $3.1 billion in 
programs such as Medicare, Medicaid, and 
aid to families with dependent children, the bill 
misses by far the reconciliation of previous 
decisions made by this body with the budget 
and the targets mandated by Gramm
Rudman-Hollings. Not only is it unfair for 
these new programs to receive funding while 
other programs perhaps just as worthy do not 
receive funding or are being cut, but such 
spending is profane when considering the fact 
that it is contained in a bill whose sole pur
pose is to reduce spending. 

More important than new spending, howev
er, is that this bill contains no real reduction of 
Federal spending or the deficit: it amounts to 
no more than smoke and mirrors. Through 
asset sales, user fees and accelerated collec
tion, the bill does achieve savings enough to 
afford the bill's spending splurge and to avoid 
a Gramm-Rudman-Hollings sequestration this 
year. But next year, Congress will not have 
Conrail to sell again nor will Congress to be 
able to further accelerate collection. The bill's 
savings are clearly destined to do anything but 
reduce the deficit in the long run. Given the 
$108 billion Gramm-Rudman-Hollings deficit 
reduction target faced by Congress next year, 
it is reprehensible that Congress is not taking 
serious steps now to avoid sequestration in 
the 1988 fiscal year. 

I cannot support this bill and I regret that 
Congress is reneging upon its past commit
ment to reduce the Federal deficit through this 
kind of legislative legerdemain. 

Mr. McCANDLESS. Mr. Chairman, we have 
been down this path before. We huff and we 
puff and we denounce the deficit on a regular 
basis. In fact, according to the Library of Con
gress' CONGRESSIONAL RECORD Abstract for 
the 99th Congress, the deficit has been the 
topic of debate on no fewer than 1,125 occa
sions. So it would seem that the problem con
tinues to plague us; not because of a lack of 
words, but because of a lack of action. 

The fiscal year 1986 budget is a classic ex
ample. The fiscal year 1986 budget resolution 
was passed amidst much hoopla and celebra
tion. We were told that we were back on the 
road of fiscal sanity. We were told that the 
resolution would reduce the deficit by $57.5 
billion. We were told the joyous news that the 
deficit for fiscal year 1986 would be only 
$171 .9 billion; which, considering the fact that 
the deficit for the year before was $212 billion, 
indicated that we were, at the very least, 
moving in the right direction. That is what we 
were told those many months ago. 

I was not buoyed by the claims. In fact, I 
denounced the fiscal year 1986 budget resolu
tion as being nothing more than blue smoke 
and mirrors. I expressed doubts that we would 
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ever see the promised deficit reductions of 
$57.5 billion. I am sorry to say that time and 
events have proven me correct. The projected 
deficit for fiscal year 1986 is $230 billion
nearly $60 billion over the budget resolution. 
And that is after the $11.7 billion Gramm
Rudman reduction. Without Gramm-Rudman, 
the deficit would have exceeded $240 bil
lion-almost a quarter of a trillion dollars in 
just 1 year. 

And we are not done yet. Last week, the 
House voted to give an additional $200 million 
in foreign aid to the Philippines. Add that to 
the fiscal year 1986 deficit. Apparently the 
House leadership has decided that if we are 
going to bust the budget, we might as well go 
in style. This week, in this bill, we are being 
asked to add another $680 million to the fiscal 
year 1986 deficit by speeding up revenue 
sharing payments. That is close to $1 billion 
added to the deficit in the last 2 weeks. It is 
probably a good thing that there are only a 
few days left in fiscal year 1986. 

With that sorry history, you would think that 
the House of Representatives, at the dawn of 
a new fiscal year, would be eager to redeem 
itself. Alas, No. 

The fiscal year 1987 budget resolution also 
had promises of budget reductions in the form 
of reconciliation. The House Budget Commit
tee reported a reconciliation package on July 
31, that package claimed a deficit reduction of 
$7.6 billion. However, in the light of reality, 
CBO's analysis of package only found $900 
million in deficit reduction. OMB only found a 
$300 million reduction. We now have a new 
package. Proponents of this new legislation 
say that it will reduce the deficit by $15.5 bil
lion. Or, if you prefer the numbers of the other 
body across the Capitol, it's $13.3 billion. 
However, before anyone gets too excited 
about the prospect of the Congress actually 
doing something about the deficit, let's take a 
closer look at the bill that is before us. 

There are no real savings or even a faint 
effort to confront the long-term deficit crisis. 
What is proposed is a one shot fire sale of 
Federal assets which will supposedly raise 
$8.4 billion. However, as with any forced sale, 
the price of the assets is likely to be less than 
the actual fair market value. In addition, the 
Joss of those assets will mean less Federal 
revenue in the future. There's more. Another 
$4.1 billion is supposed to be raised by hiring 
more IRS agents who will ferret out unpaid 
taxes. Another $3.8 billion will be raised from 
increased or new fees and taxes. When it 
comes to spending reductions, this bill pro
vides only $1.9 billion. That's the good news. 
The bad news is that this bill, which is sup
posed to cut spending, also provides for new 
and additional spending of nearly $2 billion. 

What a sham. What a travesty. As one 
Member of Congress put it, "It is a package of 
golden gimmicks." If we adopt this package, 
we are in effect telling the American public 
that we have carefully and thoroughly exam
ined a budget in excess of $1 trillion and in 
that budget we only found Jess than two
tenths of 1 percent of waste, fraud, abuse, 
excess, obsolescence, and otherwise unnec
essary spending in all of the Federal budget. 
Who are we trying to fool? 

The deficit crisis is real. We are spending 
and consuming today and leaving the bills to 
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be paid by our children and grandchildren. We 
have already left them a legacy of a national 
debt in excess of $2 trillion. 

There are some who argue that the reason 
the deficit is so high is that taxes are too low. 
Therefore, they contend, the solution is to 
raise taxes. I do not accept that. The problem 
is that Federal spending is out of control and 
until we come to grips with that problem, addi
tional taxes are not the answer. 

In 1982, Congress passed the largest tax in
crease in history with the promise to reduce 
spending by $3 for every additional $1 raised. 
Not only did those spending reductions never 
materialize, but spending actually increased 
$1.14 for every new tax dollar. We repeated 
the process in 1984, again with a promise to 
cut spending by $1 for every $1 of new tax. 
Only 20 percent of those spending reductions 
were ever enacted. Another venture down the 
road of tax increases is only likely to lead to 
similar results. 

Others point at President Reagan's 1981 
tax cut as the culprit responsible for the defi
cit. I believe that assumption is misguided. 
Look at the facts. Even with the tax cuts, 
during the first 6 years of the Reagan adminis
tration, the Federal Government has collected 
as much revenue as it did during the adminis
trations of George Washington through Gerald 
Ford combined. Let me repeat that. During the 
first 6 years of the Reagan administration, the 
Federal Government has collected as much 
revenue as it did during the combined Presi
dency of the first 38 Presidents. 

Therefore, only after we have thoroughly re
examined all Federal spending, cut out waste 
and obsolete and unnecessary programs, es
tablished our spending priorities, and consid
ered new ways to better utilize Federal re
sources, then, and only then, should we begin 
to talk about new or higher taxes. 

In conclusion, Mr. Chairman, H.R. 5300 is 
just another version of the old shell game
"now-you-see-it, now-you-don't" deficit reduc
tion. Therefore, I must vote against H.R. 5300, 
and I would urge my colleagues to do the 
same. We need not resort to one time flash in 
the pan and other sleight of hand tricks. We 
can do better than this. Let's vote down H.R. 
5300 and devise a real and serious plan to 
confront the deficit crisis. 

Mr. GOODLING. Mr. Chairman, I wish to 
record my grave concern over the smoke and 
mirrors aspects of the reconciliation bill before 
us. As an example, let me select an issue 
which reflects a broken promise made to our 
country's employers. I am speaking of the fur
ther 2-year extension of the Federal unem
ployment tax [FUTA] on employers. 

The 0.2 percent increase originally was en
acted to repay funds borrowed for extensive 
weeks of unemployment compensation. It is 
now retained as another of our smoke and 
mirrors measures to avoid making real budget 
cuts in the H.R. 5300, the omnibus budget 
reconciliation bill. 

The Department of Labor estimates this 
debt will be paid in 1987. Yet, the tax is being 
extended, beyond its expiration date of 1987, 
to 1989. This measure will raise $2.2 billion in 
additional revenues for reconciliation pur
poses, and was proposed as savings by the 
Ways and Means Committee. 

Chairman ROSTENKOWSKI gave two reasons 
this tax should be extended. The first is that it 
"* * * will allow the Federal unemployment 
trust fund to build up reserves in anticipation 
of a downturn in the economy * * *." Re
gardless of when or whether the chairman an
ticipates such a downturn, the fact is the trust 
fund is divided into three accounts, all of 
which have a legislated cap. Excess funds 
from one account shift into another, but not 
outside of the trust fund. According to the De
partment of Labor, all of these funds will be at 
or over their legislated caps by the end of 
fiscal year 1987, that is, they will be full up, 
without the continuation of this tax. Of course, 
Representative STARK has legislation, H.R. 
4469, waiting in the wings to mandate an ex
tension of benefits with such excess funds. 

Mr. ROSTENKOWSKI makes a second point, 
that the $2.2 billion in revenues will decrease 
the deficit. Well, like almost every other meas
ure in this bill, it really won't. The money is 
earmarked for the exclusive use of the FUT A, 
and therefore will not add to Federal revenue 
as a whole at all. It will only serve to perpet
uate this program-which has served its 
useful purpose. 

This is but one example of the many mis
leading and illusory provisions of the Omnibus 
Budget Reconciliation Act. There are very few 
programs left in the Federal budget to hide 
behind. I do not relish the task of making real 
cuts next year, especially considering what 
choices are left to us. 

Mr. RAHALL. Mr. Chairman, I rise today in 
support of H.R. 5300, the Omnibus Budget 
Reconciliation Act of 1986. This measure is 
designed to reduce the fiscal year 1987 deficit 
by $15 billion, and is expected to be sufficient 
to avoid across-the-board spending cuts 
called for in the Gramm-Rudman-Hollings defi
cit reduction law. Last Friday, the Senate 
passed a generally similar bill making deficit 
reductions of $12 billion. 

This measure has received a great deal of 
attention due to the wide reach of its provi
sions, and the early possibility of a cigarette 
or gasoline tax. While the proposals to in
crease the tax levied on cigarettes and gaso
line have been soundly put aside, there are 
many provisions in this bill of concern and in
terest to me and my fellow West Virginians. 
While this bill avoids general tax increases 
and contains only modest spending cuts, the 
deficit reductions would be produced mainly 
by the sale of assets, such as Conrail and var
ious loan portfolios, increased user fees, ac
celeration of certain tax collections, and im
proved tax compliance. In addition, the recon
ciliation bill includes some program improve
ments such as a cap on the Medicare hospital 
deductible and repeal of the 3-percent thresh
old for triggering a Social Security cost-of
living adjustment [COLA). 

At this point, I would like to point out those 
provisions of this measure in which I have a 
particular interest as a representative of West 
Virginia's Fourth Congressional District. 

I strongly support language in the bill which 
incorporates the text of H.R. 1, the Housing 
Act, as passed by the House. This authorizes, 
for fiscal year 1987, sums as may be needed 
for housing assistance programs administered 
by the Housing and Urban Development De-
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partment and the Farmers Home Administra
tion. It extends Federal Housing Administra
tion Mortgage Insurance Programs, Federal 
Flood and Crime Insurance Programs, and re
authorizes the Community Development Block 
Grant and Urban Development Action Grant 
Programs. 

Additionally, I support the provision of H.R. 
5300 which advances the fourth quarter reve
nue-sharing payment for 1986 so that it 
occurs in fiscal year 1986 and not in fiscal 
year 1987. The bill requires that the payment 
be made before the end of fiscal year 1986, 
thereby reducing fiscal year 1987 outlays by 
$680 million. 

H.R. 5300 also achieves savings in the 
Medicare Program through various reforms in 
payments to hospitals and other providers of 
services. At the same time, it takes some 
steps to limit the rapid increases in costs that 
many elderly patients have been facing-first 
by capping at $500 the deductible charged for 
the first day of hospitalization under Medicare, 
and also by establishing new incentives for 
doctors to accept the Medicare-determined 
rates as payment in full instead of billing extra 
charges directly to their patients. Further, the 
legislation includes several provisions de
signed to help assure quality medical care for 
Medicare patients and to address concerns 
that the continued ratcheting down of pay
ment rates has led to an erosion of standards 
of care in some cases. 

The bill also takes some steps toward ad
dressing the unmet health needs of the rough
ly 35 million Americans currently without pri
vate or public health insurance. For example, 
it permits States to expand their Medicaid Pro
grams to cover pregnant women, infants, and 
elderly and disabled persons whose incomes 
are below the poverty line but not below the 
even lower thresholds usually required to 
qualify for Medicaid. It also includes provisions 
designed to encourage States to set up insur
ance pools to help make health coverage 
available to additional uninsured persons. 

Included in this budget reconciliation bill are 
provisions which provide for the sale of Con
rail through a public stock offering. My enthu
siasm for this proposal, however, is tempered 
due to the lack of amendments to the Stag
gers Rail Act of 1980 in this package. During 
the Energy and Commerce Committee's con
sideration of the Conrail sale last week an 
effort was made to include modest changes to 
the 1980 act necessary to insure that those 
shippers who are captive to a single railroad 
are not subjected to monopolistic railroad pric
ing and service practices. The vote in commit
tee on this matter was 20 to 20 against the 
Staggers Act amendments. 

During the 98th Congress I and a few of our 
colleagues from the coal States began the 
effort to address certain problems that have 
existed with the ICC's implementation of the 
Staggers Act. We felt then as we do now that 
the Commission has turned a deaf ear to the 
interests of captive shippers as well as to the 
American consumer. As some of us will re
member, in 1980 the Congress sought to bal
ance the revenue needs of the railroad indus-
try with requirements to protect captive ship
pers from abuses of railroad market domi
nance. While the railroads have once again 
grown prosperous and are now in the financial 

position to expand far beyond their traditional 
rail operations into many other enterprises, 
shippers of bulk commodities such as coal 
have been forsaken by the Commission in its 
proceedings dealing with maximum rate rea
sonableness determinations. In 1985, a coali
tion was formed among shipper groups to 
push forward with amendments based on my 
previous legislation. The so-called CURE bill 
was introduced by BILL v TAUZIN and cospon
sored by myself and the gentleman from Ken
tucky, HAL ROGERS, among many other Mem
bers. 

This effort ended with the narrow defeat in 
committee. However, I would like to take this 
opportunity to commend my dear friend BILL v 
TAUZIN for his diligent effort to gain enactment 
of the CURE bill. We fought against great 
odds and lost but one battle. The war, howev
er, it is not over. For if you are concerned 
about a viable Conrail, if you are concerned 
for an independent Conrail, be advised that 
under this sale proposal the railroad is a sit
ting duck in the years hence for a takeover by 
any number of other major carriers. Without 
the protections we sought in our amendments 
to the Staggers Rail Act, the monopolistic 
abuses that currently exist will be greatly mag
nified in the future if Conrail is under such a 
scenerio. I believe we will rue the day that we 
did not act with foresight in this matter. 

While this bill is not perfect and even has 
provisions which I would not necessarily sup
port, I feel I must support this deficit reduction 
legislation. It is necessary legislation. It is our 
only means of avoiding the sequestration 
process created by Gramm-Rudman. I did not 
support the adoption of Gramm-Rudman, but 
now, it is the law of the land, and we must all 
abide by its rules. We must reduce spending 
now, or suffer the wrath of Gramm-Rudman. I 
remember the public outcry when vital pro
grams were cut in the first round of Gramm
Rudman cuts. The second round of cuts 
would be even more devastating to the econ
omy of West Virginia and the Nation. For this 
reason, I must support this legislation. I must 
choose to avoid the automatic cuts. 

Mr. DENNY SMITH. Mr. Chairman, I rise in 
opposition to H.R. 5300, the omnibus budget 
reconciliation bill of 1986. 

In my opinion, the bill ought to be retitled 
the "ominous budget reconciliation bill of 
1986" because it foreshadows a disaster with 
the Federal budget that will make this year's 
hand wringing over Gramm-Rudman look like 
a pleasant experience. After an entire year of 
struggling, we have given up on any serious 
attempt to cut Federal spending to reduce the 
deficit. Instead, as one of my colleagues put it 
regarding this bill, "There's so much smoke 
you can't see the mirrors." 

The bill before us contains every gimmick 
imaginable to "reduce" the Federal deficit 
without cutting spending. There's a fire sale 
on loan asset sales-RHIF, Exim, GSL, Col
lege Housing Loans. Small Business loans
you name it, we sell it. The sales may 
"reduce" the deficit today, but it's a fact these 
sales will increase the size of the deficit to
morrow. 

This bill raises taxes to the tune of $7.9 bil
lion. If it's a user fee, we raise it. If it's an IRS 
office, we increase its size. And if it's an ac
counting trick, we use it. Fiscal year 1987 

spending is moved on the books to fiscal year 
1986 for a large portion of general revenue 
sharing, a move that will make it all but impos
sible to reduce the deficit to the Gramm
Rudman target set for 1988. 

Mr. Chairman, we can do better than this. 
We have to do better than this. We must not 
go home with this bag of tricks during an elec
tion year attempting to fool the taxpayers into 
believing Congress has gotten serious about 
the deficit. This bill is far from a serious at
tempt to reduce the deficit, and I urge my col
leagues to defeat it. 

Mr. FIELDS. Mr. Chairman, I rise in strong 
support of a provision in this reconciliation bill 
requiring the Secretary of Energy, through the 
Energy Information Administration [EIA], to 
conduct a study of crude oil production and 
refining in the United States. 

I joined with my colleague, Representative 
BILL v TAUZIN, to offer the energy study provi
sion as an amendment in the Energy and 
Commerce Committee. The energy study pro
vision instructs the Secretary of Energy to 
report back to Congress, within 60 days, the 
findings of the EIA study. The President then 
has 45 additional days to evaluate the report 
and determine whether crude and refined 
product imports have risen or U.S. domestic 
production has fallen to a level which poses a 
national security threat. 

Committee report language specifically asks 
EIA to examine: the refined petroleum product 
needs of the U.S. military; the effect depend
ence on imported crude will have on U.S. for
eign policy; the ability of the United States to 
resume production from shut-in crude oil and 
natural gas wells and to restart idled refining 
capacity; the adequacy of alternative sources 
of energy; the extent to which the decline in 
production and, conversely, the increase in 
consumer demand is occurring in the rest of 
the free world; the geographic diversification 
of imported supplies likely to be available to 
the United States in 1990; the projected free 
world supply-demand balance in 1990; the 
current work of private stock compared with 
historic levels; the likelihood that OPEC will 
expand its refinery capacity; and, the effect of 
the economic decline in the oil service and oil 
field supply industry on future U.S. production. 

Since Saudi Arabia began flooding the 
world oil market with crude in January, prices 
have plummeted to 50 percent their previous 
level. Following the oil price plunge, econo
mists painted rosy pictures of the positive 
effect lower oil prices would have on the U.S. 
economy. Yet, a booming economy has not 
occurred. In large part, no boom materialized 
as a result of the severe depression in the do
mestic oil and gas production and related in
dustries. 

But, the purpose of the EIA study is not to 
examine the economic distress of oil and gas 
producing States, although that distress is 
great. The purpose of the EIA study is two
fold: to provide Congress and the administra
tion with reliable energy information and to, 
then, focus the attention of Congress and the 
administration on our Nation's dangerous 
trend toward energy dependency. Rejoicing 
over low oil prices while ignoring vastly in
creased imports and reduced domestic crude 
oil production is irresponsible. 
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Memories are often short. But, surely we 

have not forgotten the results of the Arab oil 
embargo. The same OPEC which acted to de
press prices early this year may act again to 
inflate prices, as it did in the 1970's. 

Even if OPEC never actively attempts to 
gouge the American consumer again, the pre
carious political situation in the Middle East 
should make us nervous about overdepend
ency. 

Finally, we cannot ignore the possibility that 
the Soviet Union might block the Strait of 
Hormuz or otherwise impede oil flow from the 
Middle East during a military conflict. 

A glance at some bas1c energy statistics 
should alarm us all. In August 1985, the 
United States imported 28.7 percent of its 
total petroleum needs. In August of 1986, that 
figure had jumped to 41.2 percent. Even more 
worrisome, imports from the Persian Gulf 
more than tripled to 16.3 percent, compared 
with only 4 percent the same month in 1985. 
Saudi Arabia is now the fourth largest supplier 
of crude and crude products to the United 
States. 

At the same time, active U.S. drilling rigs 
plummeted to 7 40 on August 15. This is a 
drop from an average of 1,980 in 1985 and a 
high of 4,530 in December of 1981. 

This Energy Information Administration 
study will provide Congress and the adminis
tration with the facts it needs to face the cur
rent energy crisis squarely and determine 
what action is necessary to preserve U.S. 
energy security. 

Mr. JONES of Oklahoma. Mr. Chairman, as 
we debate the Omnibus Budget Reconciliation 
Act, I would like to take a moment to discuss 
one small part of the bill which I am very 
much opposed to; the extension of the tempo
rary 0.2-percent payroll tax. 

This tax was enacted in 1976 solely for the 
purpose of retiring the debt incurred by bor
rowing money from General Treasury funds to 
pay benefits to the unemployed. Employers 
nationwide, large and small, profitable and un
profitable, shared the burden of this additional 
tax equally. 

But we made a promise to the employers 
that this tax would expire automatically the 
year after the debt was paid. The Department 
of Labor has said that the debt will be repaid 
next year. Thus, it is only fair that the tax 
expire in January 1988. 

I voted against this extension in committee, 
and 1 am opposed to its inclusion in the recon
ciliation package. This is a breach of faith, and 
a costly one at that. In my home State, where 
the economy is already depressed, the exten
sion of this tax will cost employers $26.3 mil
lion over 2 years. 

Mr. COLEMAN of Texas. Mr. Chairman, I 
must oppose H.R. 5300, the Omnibus Recon
ciliation Act of 1986. 

While I believe it is imperative that we 
achieve budgetary savings to meet the 
Gramm-Rudman-Hollings Deficit Reduction 
Act and avoid across-the-board sequestration, 
1 do not believe this bill will either achieve the 
necessary savings nor do I believe all of the 
savings contained in this bill are sound. 

The bill provides for a one-time gain of $9.8 
billion in assets sales. This would impose a 
0.5 percent Customs user fee on all cargo en
tering the United States for a revenue gain of 

$1.8 billion. It includes additional revenues 
through an extension of the telephone excise 
tax. 

The bill contains $2.185 billion in budget 
cuts, but also contains an increase in spend
ing of $4.472 for a net increase of $2.287 bil
lion. This is certainly not the direction we 
should be heading for deficit reduction. 

The bill also contains savings which are 
highly questionable. These include $2.4 billion 
from greater tax collections as a result of the 
House-passed Treasury, Postal Service, and 
general Government appropriations bill which 
increases the number of IRS personnel. I sit 
on the subcommittee which drafted that bill, 
H.R. 5294, and we added those personnel to 
both increase collections and avoid backlogs, 
but we did not use that to score the budget 
deficit, because those are not hard and fast 
numbers, but rather assumptions. The bill also 
assumes $846 million through increased pen
alties for failure to deposit payroll and with
holding taxes and substantial understatement 
of tax liability. 

I question whether or not this bill will bring 
us under the $154 billion deficit level we need 
to achieve to avoid sequestration. If, by 
change, it does this year, next year we will be 
faced with an ever greater and likely impossi
ble task of avoiding sequestration. Even if we 
raise $10 billion through assets sales, it will 
only be a one-time gain. If we impose the sup
posed customs user fees, we will increase 
costs for consumers on all imports and hurt 
the economies of our border communities. 

While there are provisions contained in the 
bill with which I agree, such as the cap on 
Medicare deductible payments for the elderly. 
I cannot support the entire bill. It takes up in 
the wrong direction. It is a short-term solution 
which will pose long-term problems-namely 
budget cuts or revenue increases in the 
nature of $75 billion next year. The members 
of the Budget Committee have worked hard 
on this bill, but I cannot accept it. I, too, want 
to avoid the danger sequestration poses to 
our national security, international position, 
and defense of our borders, but I do not be
lieve this bill will do the job. I propose we go 
back to the drawingboard and bring a bill up 
which makes the cuts we need, $10 billion, to 
reach our deficit target. 

Mr. ACKERMAN. Mr. Chairman, I am going 
to support passage of H.R. 5300, the fiscal 
year 1987 Budget Reconciliation Act, but I do 
so reluctantly because of some major short
comings contained in the measure. 

The fact is, the bill before us does not pro
pose real deficit reduction. The bill does con
tain modest spending cuts, but half the sav
ings come from selling loan assets held by 
various Government agencies. These are not 
true savings. Even though these sales would 
lower the deficit during 1987, the Govern
ment's forgone revenues from collecting prin
cipal and interest on the loans will increase 
the deficit the following year, and perhaps for 
many years to come. This is a quick fix for 
raising fast cash, but a dangerous risk that 
may cause the Government to actually lose 
money on the sales and endure long-term fi
nancial loss as a result. 

Another aspect of the bill which I am op
posed to is the advanced revenue-sharing 
payment requirement. The payment is current-

ly scheduled to be made during the first 5 
days of fiscal year 1987. However, under the 
reconciliation bill, the fourth quarter payment 
will be made before the end of 1986 in order 
to reduce fiscal year 1987 outlays by $680 
million. What we are talking about is juggling 
the books to create the illusion that we are 
meeting the Gramm-Rudman targets. This is a 
flagrant retreat from responsible decisionmak
ing. 

I am also very concerned about provisions 
in the bill which would cut the fiscal year 1987 
discretionary appropriations to bring outlays 
$1 billion below the amount allocated under 
the budget resolution by using the Gramm
Rudman formula of indiscriminate, across-the
board cuts. I am strongly opposed to this 
reckless budget-cutting gimmick because I be
lieve one of Congress' most basic responsibil
ities is to make spending decisions. It is the 
branch of the Federal Government closest to 
the people and should be most responsive to 
the needs of the people. 

Yes; deficit reduction is urgently needed, 
but Congress can cut the budget without 
Gramm-Rudman. Let's not forget that Con
gress has appropriated less than the Presi
dent requested every year except 4 since 
World War II . In fiscal year 1986 Congress ap
propriated $7.8 billion less than it did for fiscal 
year 1985, and this amount was $5.9 billion 
less than the President's request. The only 
appropriations bills which exceeded last year's 
target levels were for defense and military 
construction, both at the urging of the White 
House. 

Mr. Chairman, I support a balanced budget, 
but shifting money from the 1987 budget to 
the 1986 budget to make it appear as if we 
are meeting the Gramm-Rudman targets is lu
dicrous. Congress has a responsibility to make 
carefully thought-out spending decisions 
based on the merits of various programs to 
our society. Let's keep the budget decisions 
where they belong, in the hands of the 
people. 

Mr. LEATH of Texas. Mr. Chair
man, I yield back the balance of my 
time. 

Mrs. MARTIN of Illinois. Mr. Chair
man, I yield back the balance of my 
time. 

0 1540 

The CHAIRMAN. Pursuant to 
House Resolution 558, the bill is con
sidered as having been read for 
amendment under the 5-minute rule. 

The text of H.R. 5300, as introduced 
and without amendments, is as fol
lows: 

H.R. 5300 
Be it enacted by the Senate and House of 

Representatives of the United States of 
America in Congress assembled, 

TITLE I-SHORT TITLE AND TABLE OF 
CONTENTS 

SECI'ION 1001. SHORT TITLE. 
This Act may be cited as the "Omnibus 

Budget Reconciliation Act of 1986". 
SEC. 1002. TABLE OF CONTENTS. 

Title I. Short Title and Table of Contents. 
Title II. House Committee on Agriculture. 
Title III. House Committee on Banking, Fi-

nance and Urban Affairs. 
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Title IV. House Committee on Energy and 

Commerce. 
Title V. House Committee on Interior and 

Insular Affairs. 
Title VI. House Committee on Merchant 

Marine and Fisheries. 
Title VII. House Committee on Post Office 

and Civil Service. 
Title VIII. House Committee on Public 

Works and Transportation. 
Title IX. House Committee on Small Busi

ness. 
Title X. House Committee on Ways 

Means. 
TITLE II-HOUSE COMMITTEE ON 

AGRICULTURE 

and 

Subtitle A-Sale of Notes Held in the Rural 
Development Insurance Fund 

SEC. 2001. SALE OF RURAL DEVELOPMENT NOTES. 
(a) SALES REQUIRED.-The Secretary of Ag

riculture, under such terms as the Secretary 
may prescribe, shall sell notes held in the 
Rural Development Insurance Fund created 
by section 309A of the Consolidated Farm 
and Rural Development Act in such 
amounts as to realize net proceeds not less 
than-

< 1) $552,000,000 from such sales during 
fiscal year 1988, and 

(2) $547,000,000 from such sales during 
fiscal year 1989. 

(b) NONRECOURSE SALES.-Section 309A(e) 
of the Consolidated Farm and Rural Devel
opment Act <7 U.S.C. 1929a<e» is amended 
by striking out the period at the end of the 
second sentence and inserting in lieu there
of the following: " , including sale on a non
recourse basis. The Secretary and any sub
sequent purchaser of such notes sold by the 
Secretary on a nonrecourse basis shall be re
lieved of any responsibilities that might 
have been imposed had the borrower re
mained indebted to the Secretary." . 

(C) BORROWER RIGHTS AND 0BLIGATIONS.
Any sale of notes, as described in subsection 
(a), shall not alter the rights or obligations 
of the borrower specified in the note, except 
that the Secretary of Agriculture, prior to 
sale, shall ensure that such notes, as sold, 
contain no terms for graduation of the bor
rower to any other source of credit. 

(d) ELIGIBILITY TO PuRCHASE NOTES.-Not
withstanding any other provision of law, 
each institution of the Farm Credit System 
shall be eligible to purchase notes held in 
the Rural Development Insurance Fund and 
to service <including the extension of addi
tional credit and all other actions necessary 
to preserve, conserve, or protect the institu
tion's interest in the purchased notes), and 
collect and dispose of, such notes, subject 
only to such terms and conditions as may be 
agreed to by the Secretary of Agriculture 
and the purchasing institution and as may 
be approved by the Farm Credit Adminis
tration. 

(e) LIMITATION ON SALES FROM AGRICUL
TURAL CREDIT INSURANCE FuND.-During 
fiscal years 1987 through 1989, no note shall 
be sold out of the Agricultural Credit Insur
ance Fund, except in connection with trans
actions with the Secretary of the Treasury, 
without prior approval by Congress. 

Subtitle B-Prepayment of Loans 

SEC. 2011. PREPAYMENT OF REA GUARANTEED 
LOANS. 

(a) AMENDMENT TO RURAL ELECTRIFICATION 
ACT oF 1936.-The Rural Electrification Act 
of 1936 <7 U.S.C. 901 et seq.) is amended by 
inserting after section 306 <7 U.S.C. 936> the 
following new sections: 

.. SJoX:. :106A. PREPAYMENT OJo' LOANS. 
" (a) Except as provided in subsection (c), a 

borrower of a loan made by the Federal Fi
nancing Bank and guaranteed under section 
306 . of this Act may prepay such loan by 
paymg the outstanding principal balance 
due on the loan, if-

"(1) the loan is outstanding on July 2 
1986; . 

"(2) private capital, with the existing loan 
guarantee, is used to replace the loan; and 

"(3) the borrower certifies that such pre
payment will result in substantial savings to 
its customers or lessen the threat of bank
ruptcy of the borrower. 

" (b) No sums in addition to the payment 
of the outstanding principal balance due on 
the loan shall be charged as the result of 
such prepayment against the borrower, the 
fund, or the Rural Electrification Adminis
tration. 

"(c)(l) A borrower will not be qualified for 
prepayment under this section if, in the 
opinion ?f the Secretary of the Treasury, to 
prepay m such borrower's case would ad
versely affect the operation of the Federal 
Financing Bank. 

" (2) Paragraph (1) shall be effective in 
fiscal year 1987 only for any loan the pre
payment of the principal amount of which 
will cause the cumulative amount of princi
pal on loans prepaid under this section <and 
under the undesignated paragraph relating 
to the prepayment of loans by the Rural 
Electrification and Telephone Systems, of 
chapter I of the Act entitled "An Act 
making urgent supplemental appropriations 
for the fiscal year ending September 30, 
1986, and for other purposes" <Public Law 
99-349), approved July 2, 1986) to exceed 
$2,415,000,000. 

"(d) The Administrator shall permit, sub
ject to subsection <a>, prepayments of prin
cipal on loans in fiscal year 1987 under this 
section <or under the undesignated para
graph relating to the prepayment of loans 
by the Rural Electrification and Telephone 
Systems, of chapter I of the Act entitled 
"An Act making urgent supplemental appro
priations for the fiscal year ending Septem
ber 30, 1986, and for other purposes" 
<Public Law 99-349), approved July 2, 1986) 
in a cumulative amount not less than the 
amount that, added to the cumulative 
amount of principal repayments in fiscal 
year 1986, equals $2,415,000,000. 
"SEC. 3068. SALE OR PREPAYMENT OF DIRECT OR 

INSURED LOANS. 
"A direct or insured loan made under this 

Act shall not be sold or prepaid at a value 
less than the face value of any outstanding 
principal balance of such loan.". 

(b) CONFORMING AMENDMENT.-Chapter I 
of the Act entitled "An Act making urgent 
supplemental appropriations for the fiscal 
year ending September 30, 1986, and for 
other purposes" (Public Law 99-349), ap
proved July 2, 1986, is amended by striking 
out the undesignated paragraph relating to 
the prepayment of loans by the Rural Elec
trification and Telephone Systems. 

(C) REGULATIONS.-The Secretary of Agri
culture shall issue regulations to implement 
this section within 15 days after the date of 
enactment of this Act. To the extent practi
cable, the Secretary shall incorporate the 
regulations issued under the undesignated 
paragraph relating to the prepayment of 
loans by the Rural Electrification and Tele
phone Systems, of Chapter I of the Act enti
tled "An Act making urgent supplemental 
appropriations for the fiscal year ending 
September 30, 1986, and for other purposes" 
(Public Law 99-349), approved July 2, 1986. 

Subtit.le C-Federal Meat Inspection 

SEC. 2!)21. SHORT TITLE. 

This subtitle may be cited as the "Proc
essed Products Inspection Improvement Act 
of 1986". 
SEC. 2022. PURPOSE. 

The amendments made by this subtitle 
are in furtherance of the findings made by 
Congress in section 2 <21 U.S.C. 602) of the 
Federal Meat Inspection Act. 
SEC. 2023. AMENDMENTS TO FEDERAL MEAT IN· 

SPECTION ACT. 

(a) MANNER AND FREQUENCY OF INSPEC
T~ON.-Section 6 of the Federal Meat Inspec
tiOn Act <21 U.S.C. 606) is amended by strik
ing out "That for purposes" and all that fol
~ow~ ti:rough "Provided, That", and insert
mg m heu thereof the following: 
"For the purposes hereinbefore set forth 
the Secretary shall cause to be made, by in~ 
spe~tor~ appointed for that purpose, an ex
ammatiOn and inspection of meat food prod
uct:' prepared for commerce in any slaugh
termg, meat-canning, salting, packing, ren
dering, or similar establishment. Such ex
amination and inspection shall be conducted 
with such frequency and in such manner as 
~he Secretary deems necessary, as provided 
m rules and regulations issued by the Secre
tary, taking into account such factors as the 
~ecretary deems to be appropriate, includ
mg-

" (1) the nature and frequency of the proc
essing operations at such establishment· 

"(2) the adequacy and reliability of the 
processing controls and sanitary procedures 
at such establishment; and 

"(3) the history of compliance with inspec
tion requirements in effect under this Act, 
by the operator of such establishment or 
anyone responsibly connected with the busi
ness <as described in section 401<g) of this 
Act) that operates such establishment. 
~l such products found by such inspectors, 
if any, and by the operator of such estab
lishment to be not adulterated shall be 
marked, stamped, tagged, or labeled as 'In
spected and passed'; and all such products 
found by any of such inspectors or by the 
operator of such establishment to be adul
terated shall be marked, stamped, tagged, or 
labeled as 'Inspected and condemned'. All 
such condemned products shall be destroyed 
for human food purposes. The Secretary 
may suspend inspection at, and thereby 
remove inspectors from, any establishment 
that fails to so condemn adulterated meat 
food products or fails to so destroy con
demned meat food products. For purposes 
of any examination and inspection, such in
spectors shall have access to every part of 
an establishment at all times, by day or 
night, and without regard to whether such 
establishment is operated. Notwithstanding 
the preceding provisions of this section,". 

(b) ENFORCEMENT METHODS.-Section 401 
of the Federal Meat Inspection Act <21 
U.S.C. 671> is amended-

(1) by inserting "(a)" after "Sec. 401.", 
<2> in the first sentence-
<A> by striking out "applicant, for" and in

serting in lieu thereof "applicant for", 
<B> by striking out "any felony, or (2)", 

and 
<C> by inserting before the period at the 

end thereof "or (2) any felony", 
(3) in the second sentence-
<A> by indenting the first word 2 ems so as 

to create a new paragraph, and 
(B) by inserting "(f)" before the first 

word, 
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(4) by inserting "(g)" before the first word 

of the third sentence, 
(5) in the fourth sentence-
<A> by striking out "The" and inserting in 

lieu thereof "(h) Except as provided in sub
section <e)(2), the", and 

<B> by striking out "this section" and in
serting in lieu thereof "subsection (e)", and 

(6) by inserting after subsection (a), as so 
designated by paragraph < 1) of this subsec
tion, the following new subsections: 

"(b){l) On the request of the Secretary at 
the time of the sentencing of an individual 
who is a person responsibly connected with 
any business requiring inspection under title 
I of this Act and who is convicted of a 
felony involving-

"<A> the intentional adulteration of food 
<except as defined in section l(m)(8) of this 
Act>; 

"(B) the adulteration of food, as defined 
in section l(m)(8) of this Act, with intent to 
defraud; 

"<C> bribery; or 
"<D> extortion; 

the sentencing court shall issue a temporary 
order forbidding such individual to exercise 
operational control of, or to be physically 
present at, any establishment requiring in
spection under title I of this Act if the court 
finds that the exercise of operational con
trol by, or the presence of, such individual 
at the establishment either poses a direct 
and substantial threat to the public health 
or safety or, if such individual is convicted 
of a felony described in subparagraph <B>. 
poses a clear likelihood of significant eco
nomic harm to consumers. 

"(2) Such order shall terminate-
"<A> whenever the Secretary determines 

by order, after a hearing on the record, 
whether such individual should exercise 
operational control of, or be physically 
present at, any establishment requiring in
spection under title I of this Act, and judi
cial review, if any, of such determination is 
completed; or 

"(B) ninety days after the issuance of 
such temporary order by the court if the 
Secretary does not commence such hearing 
before the expiration of such ninety days; 
whichever occurs earlier. 

"(c) Any determination and order of the 
Secretary issued under subsection <a> or <b> 
shall be conclusive and enforceable unless 
the affected applicant for, or recipient of, 
inspection service or the affected individual 
files, not later than thirty days after the ef
fective date of such order, a petition for 
review of such order in the United States 
Court of Appeals for the District of Colum
bia Circuit or the court of appeals for the 
circuit in which the relevant establishment 
is doing business. Judicial review of such 
order shall be upon the record upon which 
the determination and order are based. 

"(d)<l) Subject to paragraph (3), the Sec
retary may commence a civil action in an 
appropriate court, as provided in section 
404, to withdraw inspection service under 
title I of this Act with respect to any estab
lishment or to prevent any individual re
sponsibly connected with any business re
quiring inspection under title I of this Act 
from exercising operational control of, or 
being present at, any establishment requir
ing inspection under title I of this Act. 

"(2) If the court finds, on the basis of 
clear and convincing evidence, that the re
cipient of inspection service or such individ
ual has repeatedly failed to comply with the 
requirements of this Act, or the rules and 
regulations issued under this Act, in a 
manner that poses a direct and substantial 

threat to the public health or safety, then 
the court shall issue an order-

"(A) withdrawing inspection at such estab
lishment; or 

"<B> forbidding such individual to exercise 
operational control of, or to be physically 
present at, such establishment; 
for such period as the court deems neces
sary to carry out the purposes of this Act. 

"(3) Not less than ninety days, and not 
more than 450 days, before commencing a 
civil action under paragraph ( 1 ), the Secre
tary shall give to each recipient of inspec
tion service, and each individual responsibly 
connected with the business, with respect to 
which such action is commenced a written 
notice that includes-

"<A> a statement that the Secretary in
tends to commence such action; 

"(B) a comprehensive description of the 
violations of this Act and the regulations 
issued under this Act alleged by the Secre
tary; and 

"(C) a description of the actions the Sec
retary considers necessary to be taken by 
such recipient or such individual to comply 
with this Act and to eliminate the need to 
commence such civil action. 

"(e)<l) The Secretary may temporarily 
withdraw inspection service under title I of 
this Act with respect to any establishment 
for such period as is necessary to ensure the 
safe and effective performance of official 
duties under this Act if the Secretary deter
mines, after an opportunity for a hearing on 
the record, that an officer, employee, or 
agent of such establishment-

"(A) threatened to forcibly assault; 
"(B) forcibly assaulted; 
"(C) forcibly intimidated; or 
"(D) forcibly interfered with; 

an employee of the United States engaged 
in, or on account of, the performance of any 
of such official duties. 

"(2)(A) Notwithstanding paragraph (1), 
the Secretary may temporarily suspend in
spection service under title I of this Act 
with respect to any establishment, pending 
an expedited administrative hearing on the 
record and judicial review of the order of 
the Secretary based on such record, if the 
Secretary determines that temporary sus
pension of such inspection service is neces
sary for the safety of any employee who 
performs official duties under this Act. 

"(B) If the Secretary receives, before or 
after temporarily suspending such inspec
tion service in accordance with subpara
graph <A>. adequate written assurances 
from the recipient of inspection service, or 
the individuals involved, that the conduct or 
circumstances that threatened the safety of 
such employee will not continue or recur, 
the Secretary may continue or restore such 
inspection service on the condition that 
such assurances are fulfilled.". 

(C) WARNING; REPORTING OF VIOLATIONS.
Section 406 of Federal Meat Inspection Act 
(21 U.S.C. 676) is amended-

(!) in subsection <b> by adding at the end 
thereof the following: 
"In determining whether the public interest 
could be adequately "served by a written 
notice of warning, the Secretary shall take 
into account, among other factors-

"(!) the compliance history of such estab
lishment; 

"(2) the magnitude of the violation; 
"(3) whether compliance with this Act 

would likely be obtained as a result of such 
notice; and 

"(4) whether such violation is of a minor 
or technical nature.", and 

<2> by adding at the end thereof the fol
lowing new subsection: 

"(c) Unless the Secretary by regulation 
provides otherwise, before any violation of 
this Act is reported by the Secretary for 
prosecution of a criminal proceeding, the 
Secretary shall give the person alleged to 
have committed such violation-
. "<1) reasonable notice that the Secretary 
mtends to report such violation for prosecu
tion; and 

"(2) an opportunity to present to the Sec
retary, orally or in writing, views with re
spect to such proceeding.". 

(d) CONFORMING AMENDMENTS.-
( 1) NIGHTTIME.-Section 9 of the Federal 

Meat Inspection Act (21 U.S.C. 609) is 
amended by inserting ", except as provided 
in section 6," after "equines, and" the first 
place it appears. 

(2) ADMINISTRATION.-Section 21 of the 
Federal Meat Inspection Act (21 U.S.C. 621) 
is amended by striking out "and meat food 
products" and inserting in lieu thereof 
"thereof, and of meat food products". 

(e) CONSTRUCTION OF AMENDMENTS.-The 
amendments made by this section shall not 
be construed to authorize the Secretary of 
Agriculture to refuse to provide inspection 
under the Federal Meat Inspection Act at 
an establishment solely because such estab
lishment does not participate in a total 
plant quality-control program. 
SEC. 2024. REENACfMENT OF FORMER PROVISIONS 

OF LAW. 

(a) REENACTMENT.-Effective 6 years after 
t~e date of the enactment of this Act, sec
twns 6, 9, 21, 401, and 406 of the Federal 
Meat Inspection Act <21 U.S.C. 606, 609, 621, 
671, 676) are amended to read, respectively, 
as such sections read immediately before 
the date of the enactment of this Act. 

(b) SAVING PROVISION.-The amendments 
made by subsection <a> shall not have the 
effect of releasing or extinguishing any pen
alty, forfeiture, or liability incurred under 
the Federal Meat Inspection Act as amend
ed by section 1023, or under the rules or reg
ulations issued under such Act. 
SEC. 2025. SENSE OF CONGRESS. 

It is the sense of Congress that the Secre
tary of Agriculture should-

< 1 > carry out a program to detect residues 
in livestock that are subject to inspection 
under title I of the Federal Meat Inspection 
Act, and 

(2) evaluate the feasibility of, and develop, 
a program that would enable the Secretary 
to trace any particular livestock that are 
subject to jnspection under title I of the 
Federal Meat Inspection Act, in order to 
identify the producer of such livestock. 
SEC. 2026. ANNUAL REPORT. 

Not later than 1 year after the date of the 
enactment of this Act, and annually there
after, the Secretary of Agriculture shall 
submit to the Committee on Agriculture of 
the House of Representatives and the Com
mittee on Agriculture, Nutrition, and For
estry of the Senate a report describing-

< 1 > any action proposed or taken by the 
Secretary to implement the amendments 
made by this subtitle, 

<2> any action proposed or taken by the 
Secretary to carry out a program to detect 
residues in livestock that are subject to in
spection under title I of the Federal Meat 
Inspection Act, 

(3) any action proposed or taken by the 
Secretary to evaluate the feasibility of, and 
develop, a program that would enable the 
Secretary to trace any particular livestock 
that are subject to inspection under such 
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title, in order to identify the producer of 
such livestock, and 

(4) any personnel action proposed or 
taken by the Secretary as a result of the 
amendments made by this subtitle and any 
effort made by the Secretary to minimize 
any adverse economic effect of such amend
ments on employees of the Department of 
Agriculture. 
SEC. 2027. CON<;Rto:SSIONAL RI<:EVAJ.lJATION. 

Not later than 6 years after the date of 
the enactment of this Act, Congress shall-

(!> evaluate the operation and effects of 
the amendments made by this subtitle, for 
the purpose of determining whether to 
extend or modify the operation of such 
amendments, and 

<2> enact such legislation as may be neces
sary to efficiently and effectively carry out 
the Federal Meat Inspection Act. 
SEC. 2028. EFFE<.,'TIVE DATE; APPLICATION OF 

AMENDMJo~NTS. 

(a) GENERAL EFFECTIVE DATE.-Except as 
provided in section 2024<a> and in subsec
tion (b) of this section, this subtitle and the 
amendments made by this subtitle shall 
take effect on the date of the enactment of 
this Act. 

(b) TEMPORARY APPLICATION OF EXISTING 
LAw.-Sections 6, 9, and 21 of the Federal 
Meat Inspection Act <21 U.S.C. 601 et seq.), 
as in effect immediately before the date of 
the enactment of this Act, shall apply with 
respect to establishments until the Secre
tary of Agriculture first issues rules and reg
ulations as provided in the amendment 
made by section 2023<a> of this Act. 

TITLE III-HOUSE COMMI'ITEE ON 
BANKING, FINANCE AND URBAN AFFAIRS 

SEC. 3001. SALE OF RURAL HOUSING LOANS. 

(a) REQUIRED SALES TO PUBLIC.-The Sec
retary of Agriculture shall take such actions 
as may be necessary to ensure that loans 
made under title V of the Housing Act of 
1949 are sold to the public in amounts suffi
cient to provide a net reduction in outlays, 
from the proceeds of such sales, of not less 
than-

(1) $1,158,000,000 in fiscal year 1987; 
<2> $523,000,000 in fiscal year 1988; and 
(3) $546,000,000 in fiscal year 1989. 
(b) PROCEDURES AND TERMS OF SALES.-
( 1) ESTABLISHMENT OF GUIDELINES.-The 

Secretary of Agriculture shall establish spe
cific guidelines for the sale of loans under 
subsection <a>. The guidelines shall address 
the procedures and terms applicable to the 
sale of the loans, including the kind of pro
tections that should be provided to borrow
ers and terms that will ensure that the sale 
of the loans will be made at the lowest prac
ticable cost to the Federal Government. 

(2) ASSISTANCE BY FEDERAL FINANCING 
BANK.-In selling loans to the public under 
subsection <a>. the Secretary of Agriculture 
shall use the Federal Financing Bank as an 
agent to sell the loans, unless the Secretary 
determines that the sale of loans directly by 
the Secretary will result in a higher rate of 
return to the Federal Government. If the 
Secretary determines to sell loans directly 
under this paragraph, the Secretary shall 
notify the Federal Financing Bank of such 
determination and the loans involved and, 
to the extent practicable, shall implement 
any reasonable recommendations that may 
be made by the Federal Financing Bank 
with respect to the procedures and terms 
applicable to the sale. 

(C) REPORTS TO CONGRESS.-
(!) NOTIFICATION OF INITIAL LOAN SALE.

Not less than 20 days before the initial sale 
of loans under subsection <a>. the Secretary 

of Agriculture shall submit a report to the 
Committee on Banking, Housing, and Urban 
Affairs of the Senate and the Committee on 
Banking, Finance and Urban Affairs of the 
House of Representatives containing an es
timate of the amount of the discount at 
which loans will be sold at such initial sale 
and an estimate of the discount at which 
loans will be sold at each subsequent sale 
during fiscal year 1987. 

(2) REPORTS BY SECRETARY.-The Secretary 
of Agriculture shall submit periodic reports 
to the Committee on Banking, Housing, and 
Urban Affairs of the Senate and the Com
mittee on Banking, Finance and Urban Af
fairs of the House of Representatives set
ting forth the activities of the Secretary 
under this section. Each report shall include 
the guidelines established under subsection 
(b)(l), a description of the loans sold under 
subsection <a>. and an analysis of the net re
duction in outlays provided by the sale of 
the loans. The Secretary shall submit the 
first report under this paragraph not later 
than 60 days after the date of the enact
ment of this Act, and shall submit subse
quent reports each 60 days thereafter 
through the end of fiscal year 1989. 

(3) REPORTS BY COMPTROLLER GENERAL.
The Comptroller General of the United 
States shall conduct an audit and evaluation 
of the activities of the Secretary of Agricul
ture described in each report submitted 
under paragraph (1) or (2), in accordance 
with such regulations as the Comptroller 
General may prescribe. The Comptroller 
General shall have access to such books, 
records, accounts, and other materials of 
the Secretary as the Comptroller General 
determines necessary to conduct each such 
audit and evaluation. The Comptroller Gen
eral shall submit to the Committee on 
Banking, Housing, and Urban Affairs of the 
Senate and the Committee on Banking, Fi
nance and Urban Affairs of the House of 
Representatives a report setting forth the 
results of each such audit and evaluation. 

(d) RELATION TO OTHER LAw.-The sale of 
loans under subsection <a> shall not be sub
ject to any requirement under section 517 of 
the Housing Act of 1949 or any other law 
that the loans be insured or guaranteed 
when sold, or to any requirement under 
paragraph <2> or (3) of subsection (d) of 
such section 517. 
SEC. 3002. SALE OF EXPORT-IMPORT BANK LOANS. 

The Export-Import Bank Act of 1945 (12 
U.S.C. 635 et seq.) is amended by adding at 
the end thereof the following new section: 
"SEC. 15. SALE OF BANK LOANS. 

"(a) REQUIRED SALES TO PuBLic.-The 
Board of Directors shall take such actions 
as may be necessary to ensure that loans 
made by the Bank under this Act are sold to 
the public in amounts sufficient to provide a 
net reduction in outlays of not less than 
$500,000,000 in fiscal year 1987 from the 
proceeds of such sales. 

"(b) PROCEDURES AND TERMS OF SALES.
"(!} ESTABLISHMENT OF GUIDELINES.-The 

Board of Directors shall establish specific 
guidelines for the sale of loans under sub
section (a). The guidelines shall address the 
procedures and teriilS' applicable to the sale 
of the loans, including terms that will 
ensure that the sale of the loans will bring 
the highest possible return to the Federal 
Government. 

"(2) ASSISTANCE BY FEDERAL FINANCING 
BANK.-In selling loans to the public under 
subsection (a), the Board of Directors shall 
use the Federal Financing Bank as an agent 
to sell the loans, unless the Board of Direc
tors determines that the sale of loans direct-

ly by the Export-Import Bank will result in 
a higher rate of return to the Federal Gov
ernment. If the Board of Directors deter
mines to sell loans directly under this para
graph, the Board shall notify the Federal 
Financing Bank of such determination and 
the loans involved and, to the extent practi
cable, shall implement any reasonable rec
ommendations that may be made by the 
Federal Financing Bank with respect to the 
procedures and terms applicable to the sale. 

" (C) REPORTS TO CONGRESS.-
"(!) NOTIFICATION OF INITIAL LOAN SALE.

Not less than 20 days before the initial sale 
of loans under subsection <a>. the Board of 
Directors shall submit a report to the Com
mittee on Banking, Housing, and Urban Af
fairs of the Senate and the Committee on 
Banking, Finance and Urban Affairs of the 
House of Representatives containing an es
timate of the amount of the discount at 
which loans will be sold at such initial sale 
and an estimate of the discount at which 
loans will be sold at each subsequent sale 
during fiscal year 1987. 

"(2) REPORTS BY BANK_-The Board of Di
rectors shall submit periodic reports to the 
Committee on Banking, Housing, and Urban 
Affairs of the Senate and the Committee on 
Banking, Finance and Urban Affairs of the 
House of Representatives setting forth the 
activities of the Board of Directors under 
this section. Each such report shall include 
the guidelines established under subsection 
(b)(1), a description of the loans sold under 
subsection <a>. and an analysis of the net re
duction in outlays provided by the sale of 
such loans. The Board of Directors shall 
submit the first report under this paragraph 
not later than 60 days after the date of the 
enactment of this Act, and shall submit sub
sequent reports each 60 days thereafter 
through the end of fiscal year 1987. 

" (3) REPORTS BY COMPTROLLER GENERAL.
The Comptroller General of the United 
States shall conduct an audit and evaluation 
of the activities of the Board of Directors 
described in each report submitted under 
paragraph (1) or (2), in accordance with 
such regulations as the Comptroller Gener
al may prescribe. The Comptroller General 
shall have access to such books, records, ac
counts, and other materials of the Board of 
Directors as the Comptroller General deter
mines necessary to conduct each such audit 
and evaluation. The Comptroller General 
shall submit to the Committee on Banking, 
Housing, and Urban Affairs of the Senate 
and the Committee on Banking, Finance 
and Urban Affairs of the House of Repre
sentatives a report setting forth the results 
of each such audit and evaluation. 

" (d) SECURITIES LAWS NOT APPLICABLE TO 
SALES.-The sale of any loan by the Bank 
under this section shall not be subject to 
any Federal or State securities law.". 
TITLE IV-HOUSE COMMI'ITEE ON ENERGY 

AND COMMERCE 
Subtitle A-Nuclear Regulatory Commission 

Annual Charges 

SEC. 4001. NUCLEAR REGULATORY COMMISSION 
ANNUAL CHARGES. 

(a) GENERAL AUTHORITY.-The Nuclear 
Regulatory Commission shall assess and col
lect annual charges from its licensees on a 
fiscal year basis, beginning with fiscal year 
1987. Such annual charges shall be in addi
tion to any assessment of charges under sec
tion 9701 of title 31, United States Code. 

(b) AGGREGATE AMOUNT REQUIREMENT.
The aggregate amount of the annual 
charges under this section for any fiscal 
year <when added to charges assessed by the 
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Nuclear Regulatory Commission for such 
fiscal year under section 9701 of title 31, 
United States Code) shall be sufficient to re
cover all of the regulatory costs of the Com
mission budgeted for such fiscal year, in
cluding all costs for-

< 1) research activities directly related to 
the regulation of any licensee of the Com
mission: 

<2> licensing, regulation, and inspection 
activities with respect to such licensees: and 

(3) safeguards activities with respect to 
such licensees. 

(C) ESTABLISHMENT OF ANNUAL CHARGES.
(!) The amounts of the annual charges es

tablished under this section-
<A> shall be based on the relative cost of 

regulating different categories of licensees 
and other factors determined to be appro
priate by the Nuclear Regulatory Commis
sion, including the impact of such annual 
charges on research and medical treatment; 
and 

<B) with respect to any utilization or pro
duction facility for industrial or commercial 
purposes issued a license under section 103 
or 104 b. of the Atomic Energy Act of 1954 
(42 U.S.C. 2133, 2134(b)), shall also be based 
on the rated capacity of such facility. 

(2) The amounts of the annual charges 
under this section shall be established by 
rule. 

(d) TIME oF PAYMENT.-The Nuclear Regu
latory Commission may make estimates in 
assessing annual charges under this section 
and shall provide that the annual charges 
assessed under this section shall be paid by 
the end of the fiscal year for which the 
annual charges are assessed. 

(e) USE OF FuNDS.-To the extent ap
proved in appropriation Acts, amounts col
lected under this section may be retained 
and used for costs incurred by the Nuclear 
Regulatory Commission and shall remain 
available for such purpose until expended. 

(f) REPEAL.-Title VII of the Consolidated 
Omnibus Budget Reconciliation Act of 1985 
<Public Law 99-272) is amended by striking 
subtitle G. 

Subtitle B-Federal Energy Regulatory 
Commission Annual Charges 

SEC. 4101. FEDERAL ENERGY REG LATORY COM
MISSION ANNUAL CHARGES. 

(a) IN GENERAL.-The Federal Energy Reg
ulatory Commission shall assess and collect 
annual charges on a fiscal year basis, begin
ning with fiscal year 1987, from interstate 
natural gas pipelines, interstate oil pipeline 
carriers, and public utilities in amounts de
termined under subsection (b). 

(b) AMOUNT OF ASSESSMENTS.-The Com
mission shall assess and collect charges 
under this section-

( 1) in the case of an interstate natural gas 
pipeline, in an amount that bears the same 
relationship to the adjusted costs of the 
Commission for the fiscal year as the 
volume of natural gas sold or transported by 
the pipeline during such year bears to the 
total volume of natural gas sold or trans
ported by all interstate natural gas pipelines 
during such year: 

(2) in the case of an interstate oil pipeline 
carrier, in an amount that bears the same 
relationship to the adjusted costs of the 
Commission for the fiscal year as the total 
barrels delivered <subject to the jurisdiction 
of the Commission) by the pipeline carrier 
during such year bears to the total barrels 
delivered <subject to such jurisdiction) by 
all interstate oil pipeline carriers during 
such year; and 

(3) in the case of a public utility, in an 
amount that represents the public utility's 

proportional share of the adjusted costs of 
the Commission for the fiscal year, taking 
into consideration the public utility's pro
portional share of the total of the kilowatt 
hours transmitted under interchange hour 
agreements and the total jurisdictional kilo
watt hours sold by all public utilities during 
such fiscal year. 

(C) TIME OF ASSESSMENT.-The Commis
sion shall assess charges under this section 
by making estimates based on data available 
to the Commission at the time of assess
ment. 

(d) TIME OF PAYMENT.-The Commission 
shall provide that the charges assessed 
under this section shall be paid by the end 
of the fiscal year for which they were as
sessed. 

(e) AnrosTMENTS.-The Commission shall, 
after the completion of a fiscal year, make 
such adjustments in the assessments for 
such fiscal year as may be necessary. Such 
adjustments shall be made on the basis of 
the complete data applicable to the fiscal 
year concerned, as determined by the Com
mission, and shall be used for making ad
justments in assessments made under sub
section (b) for the following fiscal year. 

(f) UsE OF FUNns.-To the extent approved 
in appropriation Acts, amounts collected 
under this section may be retained and used 
for administrative costs of the Commission 
and shall remain available for such purpose 
until expended. 

(g) NATURAL GAS CHARGES IN RATES.-The 
Commission shall provide that charges as
sessed under this section shall be included 
in the rates of an interstate natural gas 
pipeline as a uniform charge on each thou
sand cubic feet <McO or million Btu 
<MmBtu>. as determined appropriate by the 
Commission, of natural gas sold or trans
ported by the pipeline. 

(h) DEFINITIONS.-For purposes Of this 
section-

< 1) the term "adjusted costs of the Com
mission" means-

<A> in the case of the assessment of 
charges on interstate natural gas pipelines, 
costs incurred by the Commission (but not 
to exceed the amount authorized by law for 
such costs) in administering the Natural 
Gas Act and the Natural Gas Policy Act of 
1978 for a fiscal year, reduced by the 
amount of charges assessed by the Commis
sion for such fiscal year under section 9701 
of title 31, United States Code, with respect 
to the regulation of the sale or transporta
tion of natural gas, 

(B) in the case of the assessment of 
charges on interstate oil pipeline carriers, 
costs incurred by the Commission (but not 
to exceed the amount authorized by law for 
such costs) as a result of regulating the 
transportation of oil under subtitle IV of 
title 49, United States Code, reduced by the 
amount of charges assessed by the Commis
sion for such fiscal year under such section 
9701 with respect to the regulation of the 
transportation of oil, and 

<C> in the case of the assessment of 
charges on public utilities, costs incurred by 
the Commission (but not to exceed the 
amount authorized by law for such costs> in 
administering titles II and III of the Federal 
Power Act (other than for the regulation of 
cogeneration and small power production 
under sections 201 and 210 of such Act) for 
a fiscal year, reduced by the amount of fees 
collected under such section 9701 for serv
ices or benefits rendered under such titles 
during such fiscal year; 

(2) the term "Commission" means the 
Federal Energy Regulatory Commission; 

(3) the term "interstate natural gas pipe
line" means any person engaged in the 
transportation or sale of natural gas subject 
to the jurisdiction of the Commission under 
the Natural Gas Act; 

(4) the term "pipeline carrier" has the 
meaning given such term in section 10102 of 
title 49, United States Code; 

(5) the term "natural gas sold or trans
ported" means-

<A> sales or deliveries of natural gas to dis
tribution utilities for sales or use, and 

<B> sales or deliveries of natural gas to 
consumers for ultimate use; and 

(6) the term "public utility" has the same 
meaning given such term by section 201(e) 
of the Federal Power Act, except that such 
term does not include a qualifying small 
power producer or a qualifying cogenerator. 

Subtitle C-Petroleum Overcharge Distribution 
SEC. 4201. SHORT TITLE. 

This subtitle may be cited as the "Petrole
um Overcharge Distribution and Restitu
tion Act of 1986". 
SEC. 4202. DEPOSIT OF F NOS. 

<a> IN GENERAL.-( 1) Amounts determined 
at any time, pursuant to any judicial or ad
ministrative proceeding <including any set
tlement agreement or declaratory judg
ment) instituted by the Secretary to enforce 
the petroleum pricing and allocation regula
tions issued under the Emergency Petrole
um Allocation Act of 1973 or the Economic 
Stabilization Act of 1970, to be amounts 
that are to be paid as restitution for actual 
or alleged petroleum pricing and allocation 
violations shall be referred, subject to para
graph (2), to the Secretary and held in ap
propriate escrow accounts administered for 
the Secretary by the Secretary of the Treas
ury. 

(2) Amounts described in paragraph (1) 
and held in an escrow account by a court 
prior to the date of the enactment of this 
subtitle may continue to be held by such 
court, but shall be disbursed, together with 
any interest thereon, by the Secretary or, as 
appropriate, by the court only in accordance 
with the provisions of this subtitle. 

(b) ExcEPTION.-Subsection <a> shall not 
apply to-

< 1 > amounts actually disbursed before the 
date of the enactment of this subtitle to any 
person or governmental entity pursuant to 
section 155 of Public Law 97-377 or any 
final judicial or administrative order or 
judgment <including any settlement agree
ment or declaratory judgment); 

(2) amounts governed by the settlement, 
approved on July 7, 1986, in In Re: The De
partment of Energy Stripper Well Exemp
tion Litigation, M.D.L. No. 378, in the 
United States District Court for the District 
of Kansas; and 

(3) amounts designated by judicial or ad
ministrative order or judgment (including 
any settlement agreement or declaratory 
judgment) for disbursement at any time to 
any specific person (or class of persons) 
identified in such order or judgment as in
jured by the violation or alleged violation of 
the regulations described in subsection 
<a>< D. 

(C) lNTEREST.-Consistent with the dis
bursement requirements of this subtitle, the 
Secretary of the Treasury shall provide that 
amounts described in subsection <a> shall 
earn interest at the maximum rate earned 
on investments of Federal trust funds by 
the Secretary of the Treasury in short-term 
and long-term securities issued by the Fed
eral Government <including minority bank 
investments). 
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Slo:t'. -1203. IHSHURS!o:I\U:NT. 

<a> IN GENERAL.-0) All rulings, policies, 
or other statements, including any adminis
~rative order or settlement agreement, 
1ssued by any office, official, or employee of 
the Department of Energy that are incon
sistent with the provisions of this subtitle 
shall be terminated or modified to conform 
with this subtitle. 

<2> All orders, including declaratory judg
ments, issued by any court after the date of 
the enactment of this subtitle shall be con
sistent with the provisions of this subtitle. 

(b) DISBURSEMENT OF AMOUNTS AS DIRECT 
RESTITUTION TO INJURED PERSONS.-( 1) The 
Secretary shall, through the Office of Hear
ings and Appeals of the Department of 
Energy, conduct proceedings expeditiously 
in accordance with subpart V regulations 
for the purpose of, to the maximum extent 
possible-

< A> identifying persons or classes of per
sons injured by any actual or alleged viola
tion of the petroleum pricing and allocation 
regulations issued pursuant to the Emergen
cy Petroleum Allocation Act of 1973 or the 
Economic Stabilization Act of 1970; 

<B> establishing the amount of any over
charge incurred by such persons; and 

<C> making restitution, through the dis
bursement of amounts in the escrow ac
counts described in section 4202<a>, to such 
persons. 

(2) In conducting such proceedings, the 
Secretary shall take into consideration the 
reports released pursuant to several orders 
of the applicable Federal district court in In 
Re: The Department of Energy Stripper 
Well Exemption Litigation, M.D.L. No. 378. 

(C) DETERMINATION OF EXCESS AMOUNT TO 
BE USED FOR INDIRECT RESTITUTION.-0) 
Within 45 days after the beginning of each 
fiscal year after fiscal year 1986, the Secre
tary shall, using the best available informa
tion available to the Secretary, determine 
and publish <along with a justification 
thereof> in the Federal Register the amount 
held in the escrow accounts described in sec
tion 4202(a) which is in excess of the 
amount that will be needed to make restitu
tion to persons or classes in accordance with 
subsection <b><l> of this section and to meet 
other commitments of such accounts, in
cluding the requirements of section 155 of 
Public Law 97-377. In making such determi
nation, the Secretary shall give primary 
consideration to assuring that at all times 
sufficient funds, including a reasonable re
serve, are set aside for making such restitu
tion and meeting such other commitments. 

<2> The Secretary shall make public the 
information referred to in the first sentence 
of paragraph <1>. 

(d) DISBURSEMENT OF EXCESS AMOUNT AS 
INDIRECT RESTITUTION TO STATES FOR ENERGY 
CONSERVATION PROGRAMS.-(!) After the 
publication of the determination of an 
excess amount under subsection <c> for a 
fiscal year, the Secretary shall promptly 
provide for the disbursement of a portion or 
all of such excess amount to States for use 
in energy conservation programs. The 
amount so disbursed for a fiscal year shall 
be the smaller of-

<A> $256,000,000; or 
(B) the amount determined under subsec

tion (c) to be the excess amount for such 
fiscal year. 

(2) After determining the amount to be 
made available to the States under para
graph < 1 ), the Secretary shall apportion 
such amount among each of the energy con
servation programs in a manner that will 
provide funding under this subtitle for the 

fiscal y~ar concerned for each of such pro
grams m the same proportionate amount 
that was provided for each of the programs 
by the Congress for fiscal year 1986. The 
Secretary shall then make available each 
amount apportioned for use under an 
energy conservation program to the Gover
nors of the States in the same manner, to 
the same extent, under the same rulings 
and regulations, and for the same uses that 
Federal appropriated funds are made avail
able to, and used by, the States under such 
program. 

<3> The Secretary shall require that 
amounts made available to a State under 
this subsection are used by the State to sup
plement, and not supplant, funds otherwise 
available for energy conservation activities 
under Federal or State law. 

(e) DEPOSIT OF REMAINDER OF EXCESS 
AMOUNT INTO TREASURY AS INDIRECT RESTI
TUTION.-The amount that remains from 
the excess amount described in subsection 
(c) after all disbursements have been made 
for a fiscal year under subsection (d) shall 
be deposited by the Secretary of the Treas
ury into the general fund of the Treasury as 
indirect restitution for the benefit of the 
general public. 
SEC. -1204. REPORTS. 

(a) REPORT ON RECEIPTS AND DISBURSE
MENTS.-The Secretary shall transmit, not 
later than 60 days after the date of the en
actment of this subtitle, a report to the 
Congress containing a clear and complete 
statement of all receipts. disbursements 
and commitments of funds, as of such dat~ 
of enactment, by the Secretary pursuant 
to-

(1) any judicial or administrative proceed
ing <including any settlement agreement or 
declaratory judgment> instituted at any 
time by the Secretary to enforce the petro
leum pricing and allocation regulations 
issued under the Emergency Petroleum Al
location Act of 1973 or the Economic Stabi
lization Act of 1970; or 

<2> section 155 of Public Law 97-377. 
(b) REPORT ON COLLECTION OF CERTAIN DE

FICIENCY FuNDS.-The Secretary shall report 
each fiscal year, beginning in fiscal year 
1987, on the status of collections by the Sec
retary of deficiency funds to be deposited 
into the M.D.L. No. 378 escrow account es
tablished by the United States District 
Court for the District of Kansas until all 
such deficiency funds have been paid. The 
Secretary shall, in a manner substantially 
similar to that required by section 155 of 
Public Law 97-377 with respect to amounts 
disbursed under such section, monitor the 
disposition by the States of any funds dis
bursed to the States by the court pursuant 
to the opinion and order of such District 
Court. dated July 7, 1986, with respect to In 
Re: The Department of Energy Stripper 
Well Exemption Litigation, M.D.L. No. 378 
including the use of such funds for adminis~ 
trative costs and attorneys fees. 

(C) RECEIPT BY COMMITTEES.-The reports 
required by this subtitle shall be transmit
ted to the Committee on Energy and Com
merce of the House and the Committee on 
Energy and Natural Resources of the 
Senate. 
SEC. 4205. TERMINATION. 

<a> IN GENERAL.-0) Except as provided in 
subsection (b), the provisions of this subtitle 
shall terminate 90 days after the Secre
tary-

<A> determines that all of the funds re
ferred to in section 4202(a) have been col
lected and disbursed as provided in this sub
title; and 

<B> submits to Congress the final report 
required by section 4204. 

(2) Such final report shall include the de
termination <and the justification thereof) 
referred to in subsection (a)(l)(A). Such 
report shall also be published in the Federal 
Register. 

(b) ExcEPTION.-The requirements of sec
tion 4203(d) shall continue to be applicable 
to the use by any State of funds received 
under this subtitle as long as such funds 
remain available to the State. 
SEC. 4206. DEFINITIONS. 

For purposes of this subtitle: 
<1> The term "Secretary" means the Sec

retary of Energy. 
<2> The term "Director" means the head 

of the Office of Hearings and Appeals of the 
Department of Energy. 

<3> The term "subpart V regulations" 
means the provisions of Subpart V -8pecial 
Procedures for Distribution of Refunds ( 10 
CFR 205.280-205.288) and any amendment 
made after the date of the enactment of 
this subtitle, and all precedents and deci
sions under such regulations, but only to 
the. e.xtent that such provisions, precedents, 
dec1Sl0ns, and amendments are consistent 
with the provisions of this subtitle. 

(4) The term "energy conservation pro
grams" means-

<A> the program under part A of the 
Energy Conservation and Existing Buildings 
Act of 1976 <42 U.S.C. 6861 and following); 

<B> the programs under part D of title III 
of the Energy Policy and Conservation Act 
<relating to primary and supplemental State 
energy conservation programs; 42 U.S.C. 
6321 and following>; 

<C> the program under part G of title III 
of the Energy Policy and Conservation Act 
<relating to energy conservation for schools 
and hospitals; 42 U.S.C. 6371 and following); 
and 

<D> the program under the National 
Energy Extension Service Act <42 U.S.C. 
7001 and following). 

<5> The term "State" means each of the 
several States, the District of Columbia, the 
Commonwealth of Puerto Rico, and any ter
ritory or possession of the United States 
and Indian tribal organizations in the cas~ 
of any energy conservation program in 
which such organizations receive a direct 
grant from the Federal Government. 

(6) The term "Governor" means the Gov
ernor or the chief executive officer of a 
State. 

<7> The term "person" includes refiners 
retailers, resellers, farmer cooperatives: 
transportation entities, public and private 
utilities, school districts, Federal, State, and 
local governmental entities, farmers, and 
other individuals and their successors. 
Subtitle D-Information and Study Requirements 
SEC. 4301. INDUSTRIAL ENERGY CONSUMPTION IN-

FORMATION. 

(a) TERMINATION OF INDUSTRIAL ENERGY 
CONSERVATION PROGRAM.-(!) Title III of the 
Energy Policy and Conservation Act ( 42 
U.S.C. 6291 et seq.) is amended by striking 
out part E. 

<2> The table of contents in the first sec
tion of such Act <42 U.S.C. 6201) is amended 
by striking the items relating to part E of 
title III. 

(b) PERIODIC SURVEY OF INDUSTRIAL 
ENERGY CONSUMPTION.-(!) The Secretary of 
Energy shall conduct and publish the re
sults of a survey of energy consumption in 
the manufacturing industries in the United 
States on at least a triennial basis and in a 
manner designed to protect, in accordance 
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with applicable provisions of law, the confi
dentiality of individual responses. 

<2> In conducting each survey under this 
subsection, the Secretary shall collect at 
least the following information: 

<A> The quantity of fuels consumed by the 
industries described in paragraph < 1 ). 

<B> Energy expenditures of such indus
tries. 

<C> Fuel switching capabilities of such in
dustries. 

<D> Use by such industries of nonpur
chased sources of energy, such as cogenera
tion and waste byproducts. 

(3) This subsection may not be construed 
to affect the authority of the Secretary of 
Energy to collect data under section 52 of 
the Federal Energy Administration Act of 
1974 <15 U.S.C. 790a>. 
SEC. 4302. CRUDE OIL PRODUCTION AND REJo' INING 

CAPACITY IN THE UNITED STATES. 

<a> IN GENERAL.-To assist the Congress 
and the President in determining whether 
domestic crude oil production and petrole
um refining capacity are adequate to pro
tect the national security, the Secretary of 
Energy, acting through the Energy Infor
mation Administration, shall conduct a 
study of such production and capacity. 

(b) PUBLIC COMMENT.- The Secretary shall 
provide notice and a reasonable opportunity 
for public comment with respect to conduct
ing the study carried out under this section. 

(C) REPORTING DATE.-The Secretary shall, 
within 60 days after the date of the enact
ment of this Act, transmit to the Congress 
and the President a copy of the findings and 
conclusions of the study carried out under 
this section. 

(d) ACTION BY THE PRESIDENT.- The Presi
dent shall, within 45 days after the date on 
which such report is transmitted to the 
Congress, determine the levels at which im
ports of crude oil and refined petroleum 
products are a threat to the national securi
ty. 

Subtitle E-Strategic Petroleum Reserve 
SEC. 4401. AUTHORIZATION OF APPROPRIATIONS 

FOR FISCAL YEARS 1987. 1988, AND 
1989. 

<a> IN GENERAL.-The following amounts 
are hereby authorized to be appropriated in 
accordance with section 660 of the Depart
ment of Energy Organization Act for oper
ating expenses for the Strategic Petroleum 
Reserve to carry out part B of title I of the 
Energy Policy and Conservation Act for the 
acquisition, transportation, and injection of 
petroleum products, as defined for purposes 
of such part B, for the Reserve and for any 
drawdown and distribution of the Reserve: 

(1} For fiscal year 1987, $200,000,000. 
<2> For fiscal year 1988, $291,000,000. 
(3) For fiscal year 1989, $479,000,000. 
(b) EFFECT ON 0TH.ER AUTHORIZATIONS.

The authorization made by subsection <a> is 
in lieu of any authorization of appropriation 
for the expenses described in such subsec
tion for fiscal years 1987, 1988, and 1989. 
SEC. 4402. PURCHASE OF STRIPPER WELL OIL. 

(a) IN GENERAL.-The Secretary of Energy 
shall implement this section during any or 
all of the fiscal years 1987, 1988, and 1989 if 
such Secretary makes a determination that 
the implementation of this section is in the 
national interest and will prevent signifi
cant, permanent loss of production of petro
leum from stripper well property. 

(b) IMPLEMENTATION.-In implementing 
this section with respect to any of the fiscal 
years described in subsection (a}, the Secre
tary shall use the smaller of $200,000,000 of 
the amount, or the total amount, appropri
ated pursuant to section 4401(a) of this sub-

title for the fiscal year concerned to acquire 
for the Strategic Petroleum Reserve-

( 1 > crude oil produced in the United States 
from property classified, on January 1, 1986, 
as stripper well property within the mean
ing of the June 1979 energy regulations as 
defined in section 4996(b)(8) of the Internal 
Revenue Code of 1954; or 

(2) crude oil exchanged for the crude oil 
described in paragraph <1>. 

<c> PRICE.-The Secretary may purchase 
crude oil under this section at a price not in 
excess of 110 percent of the current daily 
acquisition cost of crude oil purchased for 
the Reserve other than under this section. 

(d) INDEPENDENT PRODUCERS.-At least 75 
percent of the crude oil purchased under 
this subsection shall be purchased from per
sons who, at the time of purchase, are inde
pendent producers as defined in section 
4992(b) of the Internal' Revenue Code of 
1954. 

<e> LIMITATION.-The Secretary may not 
purchase crude oil under this section during 
any month if, during the preceding month, 
the daily average acquisition cost of crude 
oil for the Reserve exceeded $15 per barrel. 
Sf;C. 4403. FILL RATE OF THE RESERVE; LIMITA-

TION ON UNITED STATES SHARE OF 
THE NAVAL PETROLEUM RESERVE. 

(a) FILL RATE OF THE RESERVE.-Section 
160<c><3> of the Energy Policy and Conser
vation Act (42 U.S.C. 6240<c><3» is amend
ed-

<1> by striking out " fiscal year 1986 and 
continuing through fiscal years 1987 and 
1988" and inserting in lieu thereof " fiscal 
year 1987 and continuing through fiscal 
years 1988 and 1989"; 

<2> by striking out " 527,000,000 barrels" 
and inserting in lieu thereof "750,000,000 
barrels"; 

<3> by inserting " , to the extent of the 
availability of appropriated funds," after 
" the President shall" ; and 

<4> by striking out "35,000 barrels per day" 
and inserting in lieu thereof " 100,000 bar
rels per day". 

(b) LIMITATION ON UNITED STATES SHARE OF 
THE NAVAL PETROLEUM RESERVE.-Section 
160(d)(l) of such Act (42 U.S.C. 6240(d)(l)) 
is amended-

< 1 > in subparagraph <A>. by striking out 
"527,000,000 barrels" and inserting in lieu 
thereof "600,000,000 barrels"; 

(2) in subparagraph <B>-
<A> by striking out " 100,000 barrels" and 

inserting in lieu thereof "80,000 barrels"; 
and 

<B> by striking out " ; or" and inserting in 
lieu thereof a period; and 

(3) by striking out subparagraph <C>. 
SEC. 4404. INFORMATION TO BE CONTAINED IN 

ANN AL AND QUARTERLY REPORTS 
ON SPRO. 

(a) ANNUAL REPORT.-Section 165(a) of the 
Energy Policy and Conservation Act <42 
U.S .C. 6245(a)) is amended by striking out 
paragraph < 1 > and inserting in lieu thereof 
the following: 

" <1> a detailed statement of the status of 
the Strategic Petroleum Reserve, includ
ing-

" <A> an estimate of the final capacity of 
the Reserve and the scheduled annual fill 
rate for achieving such capacity; 

" <B> the scheduled monthly fill rate for 
the 12-month period beginning on the date 
on which such report is transmitted; 

"<C> the type and quality of crude oil to 
be acquired for the Reserve pursuant to the 
schedule described in subparagraph <A>; 

"(D) the schedule of construction of any 
facilities needed to achieve the final capac-

ity of the Reserve, including a description of 
the type and location of such facilities and 
of enhancements and improvements to ex
isting facilities; 

"(E) an estimate of the cost of acquiring 
crude oil and constructing facilities neces
sary to complete the Reserve; 

" (F) a description of the current distribu
tion plan for using the Reserve, including 
the method of drawdown and distribution to 
be utilized; and 

"(G) an explanation of any changes made 
in the matters described in subparagraphs 
<A> through <F> since the transmittal of the 
previous report under this subsection;". 

{b) QUARTERLY REPORT.-Section 165 (b)(2) 
of such Act <42 U.S.C. 6245(b)(2)) is amend
ed to read as follows: 

" (2) Each of the quarterly reports made 
under paragraph < 1 > shall contain a descrip
tion of-

"(A) any change made with respect to the 
matters described in subparagraphs <A> 
through <F> of subsection <a>O> since the 
last annual report made under such subsec
tion; and 

"(B) the scheduled monthly fill rate for 
the Reserve for the 12-month period begin
ning on the date on which such quarterly 
report is transmitted.". 
SEC. 4405. IMPROVING NATIONAL ENERGY POLICY. 

Section 164 of the Energy Policy and Con
servation Act (42 U.S.C. 6244> <relating to 
naval petroleum reserves> is amended to 
read as follows: · 

"COORDINATION OF NATIONAL ENERGY POLICY 
CONCERNING PETROLEUM RESERVES 

"SEc. 164. <a> For the purpose of improv
ing the coordination of national energy 
policy with respect to the Strategic Petrole
um Reserve and the naval petroleum re
serves, the President-

" (1) shall, notwithstanding any other pro
vision of law, establish a minimum price for 
the sale of the United States share of petro
leum produced from Naval Petroleum Re
serves Numbered 1, 2, and 3 at an amount 
not less than the higher of-

" <A> 90 percent of the current sales price, 
as estimated by the Secretary of Energy, of 
comparable petroleum in the same area; or 

" <B> the price of petroleum being pur
chased for the Strategic Petroleum Reserve, 
minus the cost of transporting petroleum 
from the naval petroleum reserve concerned 
to the nearest storage area of the Strategic 
Petroleum Reserve, with adjustments for 
the difference in the quality of the petrole
um being purchased for the Strategic Petro
leum Reserve and petroleum being produced 
from the naval petroleum reserve con
cerned; and 

" (2) may, with respect to any production 
of petroleum from Naval Petroleum Re
serves Numbered 1, 2, or 3, establish a pro
duction rate that is less than the maximum 
efficient rate and that is consistent with 
sound engineering practices and the protec
tion, conservation, maintenance, and testing 
of such Reserves, if the Secretary deter
mines that the minimum price described in 
paragraph < 1 > cannot be attained for the 
sale of the United States share of petroleum 
produced from such Reserves. 

" (b) To assure a maximum return from 
the price described in subsection (a)(l), the 
Secretary may, notwithstanding any other 
provision of law, enter into a contract or 
other agreement with respect to such price 
after 15 days after the Secretary notifies 
the Attorney General of the proposed con
tract or other agreement unless, within such 
15-day period, the Attorney General advises 
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the Secretary that such contract or agree
ment may create or maintain a situation in
consistent with the antitrust laws.". 

SUBTITLE 1<'-MEDICARE 
TABLE OF CONTENTS OF SUBTITLE 
PART I-PROVISIONS RELATING TO PARTS A 

ANDB 
Sec. 4501. Direct costs of graduate medical 

education. 
Sec. 4502. Application of payment limits for 

home health services on a dis
cipline-specific basis. 

Sec. 4503. Establishment of research pro
gram. 

Sec. 4504. Treatment of group purchasing 
vendor agreements. 

Sec. 4505. Improvements in civil monetary 
penalty and exclusion provi
sions. 

Sec. 4506. Payment rates for renal services. 
Sec. 4507. Improvements in administration 

of end stage renal disease net
works and program. 

Sec. 4508. Hospital protocols for organ pro
curements and standards for 
organ procurement agencies. 

Sec. 4509. COBRA technical corrections. 
Sec. 4510. Restricting waiver of require

ment of 50 percent non-medi
care enrollment for HMOs and 
CMPs. 

PART 2-PROVISIONS RELATING TO PART B 
Sec. 4521. Coverage of vision care. 
Sec. 4522. Coverage of occupational ther

apy services. 
Sec. 4523. Coverage of services of a physi

cian assistant. 
Sec. 4524. Coverage of services of nurse an

esthetists. 
Sec. 4525. Payment for physicians' services. 
Sec. 4526. Guidelines for use of inherent 

reasonableness authority. 
Sec. 4527. Payment for certain cataract sur

gical procedures. 
Sec. 4528. Payment for clinical diagnostic 

laboratory tests. 
Sec. 4529. Payment for parenteral and en

teral nutrition supplies. 
Sec. 4530. Payment for oxygen therapy 

services. 
Sec. 4531. Additional members for Physi

cian Payment Review Commis
sion. 

Sec. 4532. Changing medicare appeal rights. 
Sec. 4533. Alzheimer's disease demonstra

tion projects. 
PART I-PROVISIONS RELATING TO PARTS 

AANDB 
SEC. 4501. DIRECT COSTS OF GRADUATE MEDICAL 

EDUCATION. 

(a) CLARIFYING COUNTING OF TIME SPENT 
IN OUTPATIENT SETTINGS-Section 1886(h}(4) 
of such Act is amended by inserting after 
subparagraph <C> the following new sub
paragraph: 

"(D) COUNTING TIME SPENT IN OUTPATIENT 
SETTINGs.-Such rules shall provide that 
only time spent in activities relating to pa
tient care shall be counted and that all the 
time so spent by a resident under an ap
proved medical residency training program 
shall be counted towards the determination 
of full-time equivalency, without regard to 
the setting in which the activities are per
formed, if the hospital incurs costs for the 
training program in that setting.". 

(b) REDUCING MAXIMUM INITIAL RESIDENCY 
PERIOD.-Section 1886(h)(5)(F)(i) of the 
Social Security Act <42 U.S.C. 
1395ww(h)(5)(F)(i)) is amended by striking 
"five years" and inserting "four years". 

(C) EFFECTIVE DATE.-0) Except as provid
ed in paragraph <2>. the amendments made 

by subsections <a> and (b) shall apply to 
payments for approved residency training 
programs as of July 1, 1987. 

(2) In the case of an approved residency 
program on or after July 1, 1987, and before 
July 1, 1988, and for purposes of subpara
graph <C> of section 1886(h)(4) of the Social 
Security Act, the weighting factor shall be 
.75 for a physician whose weighting factor 
during the period under such subpara
graph-

<A> in the absence of the amendment 
made by subsection <a>. would have been 
1.00, but 

(B) taking into account the amendment, 
would otherwise be .50. 
"EC. ~502. APPLICATION OF PA Yl'tflo~NT LIMITS FOR 

HOMJo; HEALTH SJ.o;RVICES ON A DISCI
PLINE-SPECIFIC BASIS. 

(a) IN GENERAL.-Section 1861(v)(l)(L) of 
the Social Security Act (42 U.S.C. 
1395x<v><l><L» is amended by inserting 
after the first sentence the following: "Such 
limitations shall be applied on an aggregate 
basis for all home health services furnished 
by an agency, rather than on a discipline
specific basis, with appropriate adjustment 
for adminstrative and general costs of hospi
tal-based agencies.' '. 

(b) CONSIDERATIONS IN ESTABLISHING 
LIMITS.-In establishing limitations under 
section 186Hv><l ><L> of the Social Security 
Act on payment for home health visits, the 
Secretary of Health and Human Services 
shall-

<1> base such limitations on the most 
recent data available, which data may be for 
cost reporting periods beginning no earlier 
than October 1, 1983; and 

<2> take into account the changes in costs 
of home health agencies for billing and veri
fication procedures that result from the 
Secretary's changing the requirements for 
such procedures, to the extent the changes 
in costs are not reflected in such data. 

<c> GAO REPORT.-The Comptroller Gen
eral shall study and report to Congress, not 
later than April 1, 1987, on-

( 1 > the appropriateness and impact on 
medicare beneficiaries of applying the per 
visit cost limits for home health services 
under section 186Hv>O><L> of the Social Se
curity Act on a discipline-specific basis, 
rather than on an aggregate basis, for all 
home health services furnished by an 
agency, and 

<2> the appropriateness of the percentage 
limits established by the Secretary of 
Health and Human Services under such sec
tion. 

(d) EFFECTIVE DATE.-The amendment 
made by subsection (a) and subsection (b) 
shall apply to cost reporting periods begin
ning on or after July 1, 1985. Subsection 
(b)(2) shall apply to changes in require
ments effected before, on, or after such 
date. 
SEC. 4503. ESTABLISHMENT OF RESEARCH PRO

GRAM. 

<a> IN GENERAL.-Section 1875 of the 
Social Security Act <42 U.S.C. 1395ll> is 
amended by adding at the end the following 
new subsection: 

"(c)(l) The Secretary shall establish a 
program <hereinafter in this subsection re
ferred to as the 'research program' ) to pro
vide for research with respect to patient 
outcomes of selected medical treatments 
and surgical procedures for the purpose of 
assessing their appropriateness, necessity, 
and effectiveness. The research program 
shall include-

"(A) assessments of the extent of uncer
tainty regarding appropriateness; 

"(B) assessments of the appropriateness 
of admissions or selection criteria; 

"CC) development of improved measures 
of patient outcome, 

" <D> evaluation of patient outcomes, and 
"(E) efforts to reduce existing levels of un

certainty or disagreement regarding appro
priateness. 

"(2) In selecting treatments and proce
dures to be studied, the Secretary shall give 
priority to those medical and surgical treat
ments and procedures-

"<A> for which data indicate a highly (or 
potentially highly> variable pattern of utili
zation among beneficiaries under this title 
in different geographic areas, and 

" (B) which are significant <or potentially 
significant> for purposes of this title in 
terms of utilization by beneficiaries, length 
of hospitalization associated with the treat
ment or procedure, costs to the program, 
and risk involved to the beneficiary. 

"(3) For purposes of carrying out the re
search program, there shall be available-

" <A> from the Federal Hospital Insurance 
Trust Fund $4,000,000 for fiscal year 1987 
and $5,000,000 for each of fiscal years 1988 
and 1989, and 

"<B> from the Federal Supplementary 
Medical Insurance Trust Fund $2,000,000 
for fiscal year 1987 and $2,500,000 for each 
of fiscal years 1988 and 1989. 

" <4> Not less than 90 percent of the 
amount appropriated for any fiscal year to 
carry out the research program shall be 
used to fund grants to, and cooperative 
agreements with, non-Federal entities to 
conduct research described in paragraph (1). 
The remainder may be used by the Secre
tary to provide such research by Federal en
tities and for administrative costs. 

" (5) The research program shall be admin
istered by the National Center for Health 
Services Research and Health Care Tech
nology established under section 305 of the 
Public Health Service Act <hereinafter in 
this subsection referred to as the 'Center'). 
The Center shall establish application pro
cedures for grants and cooperative agree
ments, and shall establish peer review 
panels to review all such applications and 
all research findings. The Center shall con
sult with the council on health care technol
ogy <established under a grant under section 
309 of the Public Health Service Act) in es
tablishing the scope and priorities for the 
research program and shall report periodi
cally to any such council on the status of 
the program. 

" (6) The Secretary shall make available 
data derived from the programs under this 
title and other programs administered by 
the Secretary for use in the research pro
gram. 

" <7> The Center shall report to the Com
mittees on Finance and Appropriations of 
the Senate and the Committees on Ways 
and Means, Energy and Commerce, and Ap
propriations of the House of Representa
tives not later than 18 months after the 
date of the enactment of this Act, and annu
ally thereafter, with respect to the findings 
under the research program. In cooperation 
with appropriate medical specialty groups, 
the Center shall disseminate such findings 
as widely as possible, including disseminat
ing such findings to each peer review orga
nization which has a contract under part B 
of title XI." 

(b) PERMITTING SERvicEs To BE PRoviDED 
UNDER RESEARCH PROGRAM.-8ection 
1862(a)(l) of such Act <42 U.S.C. 
1395y(a)(l)) is amended-
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<1> by striking "and" at the end of sub- "<C> striking pleadings, in whole or in 

paragraph <C>. part, 
<2> by striking the semicolon at the end of "(D) staying the proceedings, 

subparagraph <D> and inserting", and", and "<E> dismissal of the action, 
<3> by adding at the end the following new "(F) entering a default judgment, 

subparagraph: "(G) ordering the party or attorney to pay 
"<E> in the case of research conducted attorneys' fees and other costs caused by 

pursuant to section 1875(c), which is not the failure or misconduct, and 
reasonable and necessary to carry out the "(H) refusing to consider any motion or 
purposes of that section;". other action which is not filed in a timely 
SEC. 4504. TREATMENT OF GROUP PURCHASING manner.". 

VENDOR AGREEMENTS. (C) CLARIFICATION OF EXCLUSION AUTHOR-
(a) IN GENERAL.-Sections 1877(b)(3) and ITY FOR CERTAIN 0FFENDERS.-Section 1128 

1909(b)(3) of the Social Security Act <42 of such Act <42 U.S.C. 1320a-7) is amended 
U.S.C. 1395nn(b)(3), 1396n(b)(3)) are each by adding at the end the following new sub-
amended- section: 

<1) by striking "and" at the end of sub- "(f) For purposes of subsection <a>. a phy-
paragraph <A>. sician or other individual is considered to 

<2> by striking the period at the end of have been 'convicted' of a criminal offense-
subparagraph <B> and inserting"; and", and "(1) when a judgment of conviction has 

<3> by adding at the end the following: been entered against the physician or indi-
"(C) any amount paid by a vendor of vidual by a Federal, State, or local court, re

goods or services to a person authorized to gardless of whether there is an appeal pend
act as a purchasing agent for a group of in- ing or whether the judgment of conviction 
dividuals or entities who are reimbursed or other record relating to criminal conduct 
under this title if- has been expunged; 

"(i) the person has a written contract with "(2) when there has been a finding of 
each such vendor and each such individual guilt against" the physician or individual by 
or entity which specifies the amount to be a Federal, State, or local court; 
paid the person, which amount may be a "(3) when a plea of guilty or nolo conten
fixed amount or a fixed percentage <not to dere by the physician or individual has been 
exceed 3 percent) of the value of the pur- accepted by a Federal, State, or local court; 
chases made by each such individual or or 
entity under the contract, and " <4> when the physician or individual has 

"(ii) the person discloses to each such indi- entered into participation in a first offender 
vidual or entity the amount received from or other program where judgment of convic
each such vendor with respect to purchases tion has been withheld.". 
made by or on behalf of the individual or (d) EFFECTIVE DATES.-<1> The amendment 
entity.". made by subsection <a> shall take effect on 

(b) EFFECTIVE DATE.-The amendments the date of the enactment of this Act, with
made by this section apply to payments out regard to when the criminal conviction 
made before, on, or after the date of the en- was obtained, but shall only apply to a con
actment of this Act. viction upon a plea of nolo contendere ten
SEC. 4505. IMPROVEMENTS IN CIVIL MONETARY dered after the date of the enactment of 

PENALTY AND EXCL SION PROVI- this Act. 
SIONS. <2> The amendment made by subsection 

(a) COLLATERAL ESTOPPEL EFFECT OF PRIOR (b) shall apply to failures or misconduct OC

FEDERAL CRIMINAL CONVICTIONS.-Section curring on or after the date of the enact-
1128A{b) of the Social Security Act (42 ment of this Act. 
U.S.C. 1320a-7a(b)) is amended by adding at (3) The provisions-
the end the following new paragraph: <A> of paragraphs (1), (2), and (3) of sec-

"(3) In a proceeding under subsection <a> tion 1128(0 of the Social Security Act <as 
which- added by the amendment made by subsec-

"<A> is against a person who has been con- tion (c)) shall apply to judgments entered, 
victed <whether upon a verdict after trial or findings made, and pleas entered, before, 
upon a plea of guilty or nolo contendere> of on, or after the date of the enactment of 
a Federal crime charging fraud or false this Act, and 
statements, and <B> of paragraph <4> of such section shall 

"<B> involves the same transaction as in apply to participation in a program entered 
the criminal action, into on or after the date of the enactment 
the person is estopped from denying the es- of this Act. 
sential elements of the criminal offense.". SEC. 4506. PAYMENT RATES FOR RENAL SERVICES. 

(b) AUTHORITY OF HEARING OFFICER To (a) COMPOSITE RATES FOR DIALYSIS TREAT-
SANCTION MISCONDUCT.-Such section is fur- MENT.-
ther amended by adding at the end the fol- - O> IN GENERAL.-The Secretary of Health 
lowing new paragraph: and Human Services may provide for an ad-

"(4) The official conducting a hearing justment of the composite rates established 
under this section may sanction a person, under section 188Hb><7> of the Social Secu
including any party or attorney, for failing rity Act, but only if the base rate for rou
to comply with an order or procedure, fail- tine dialysis treatment in a free-standing fa
ing to defend an action, or other misconduct cility is not less than $117.50, and only if 
as would interfere with the speedy, orderly, the base rate for routine dialysis treatment 
or fair conduct of the hearing. Such sane- in a hospital-based facility is not less than 
tion shall reasonably relate to the severity $121.50. 
and nature Of the failure or misconduct. (2) ASSURING PROMPT CONSIDERATION OF EX-
Such sanction may include- cEPTION REQUESTs.-Section 188l<b)(7) of the 

"<A> in the case of refusal to provide or Social Security Act (42 U.S.C. 1395rr(b)(7)) 
permit discovery, drawing negative factual is amended-
inferences or treating such refusal as an ad- <A> in the third sentence, by inserting 
mission by deeming the matter, or certain "and of pediatric facilities" after "isolated, 
facts, to be established, rural areas", and 

"(B) prohibiting a party from introducing <B> by inserting after the third sentence 
certain evidence or otherwise supporting a the following new sentence: "Each applica
particular claim or defense, tion for such an exception shall be deemed 

to be approved unless the Secretary disap
proves it by not later than 45 working days 
after the date the application is filed.". 

(3) EFFECTIVE DATE.-(A) Paragraph (1) 
shall apply to dialysis treatment furnished 
on or after October 1, 1986. 

(B) The amendment made by paragraph 
<2><B> shall apply to applications filed on or 
after October 1, 1986. 

(b) PAYMENT FOR PHYSICIANS' SERVICES.
{1) IN GENERAL.-In establishing the pay

ment rates, under section 188Hb><3><B> of . 
the Social Security Act, for physicians' serv
ices furnished to individuals determined to 
have end stage renal disease, the Secretary 
of Health and Human Services shall provide 
for such adjustment in the home/facility 
physician treatment capability ratio <used 
in establishing such payment rates) as may 
be appropriate to reduce the average 
monthly capitation rate to $180 for physi
cians' services to outpatient maintenance di
alysis patients <based on a weighted average 
by State ESRD population). 

{2) EFFECTIVE DATE.-The adjustment 
under paragraph < 1) shall be made in a 
manner so as to become effective for serv
ices furnished on or after August 1, 1986. 

(C) REPORT ON PAYMENT RATES.-
{1) IN GENERAL.-The Secretary of Health 

and Human Services shall provide for-
<A> a study to evaluate the effects of re

ductions in the rates of payment under the 
medicare program for patients with end 
stage renal disease on their access to care or 
quality of care, and 

<B> a report to Congress on the study by 
not later than January 1, 1988. 

(2) ARRANGEMENTS WITH INSTITUTE OF MED
ICINE.-The Secretary shall request the Na
tional Academy of Sciences, acting through 
appropriate units, to submit an application 
to conduct the study described in this sec
tion. If the Academy submits an acceptable 
application, the Secretary shall enter into 
an appropriate arrangement with the Acad
emy for the conduct of the study. If the 
Academy does not submit an acceptable ap
plication to conduct the study, the Secre
tary may request one or more appropriate 
nonprofit private entities to submit an ap
plication to conduct the study and may 
enter into an appropriate arrangement for 
the conduct of the study by the entity 
which submits the best acceptable applica
tion. 

(d) COVERAGE OF IMMUNOSUPPRESSIVE 
DRUGS.-

(1) IN GENERAL.-Section 1861(s)(2) of such 
Act <42 U.S.C. 1395x(s)(2)) is amended-

<A> by striking "and" at the end of sub
paragraph <H><ii>. 

<B> by inserting "and" at the end of sub
paragraph <D. and 

<C> by inserting after subparagraph <D 
the following new subparagraph: 

"(J) immunosuppressive drugs furnished 
to an individual who receives an organ 
transplant within 1 year after the date of 
the transplant procedure;". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph < 1) shall apply to im
munosuppressive drugs furnished on or 
after October 1, 1986. 
SEC. 4507. IMPROVEMENTS IN ADMINISTRATION OF 

END STAGE RENAL DISEASE NET· 
WORKS AND PROGRAM. 

(a) REORGANIZATION OF ESRD NETWORK 
AREAs AND ORGANIZATIONS.-

(1) IN GENERAL.-Subparagraph <A> of sub
section (c)(l) of section 1881 of the Social 
Security Act (42 U.S.C. 1395rr> is amended 
to read as follows: 
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"<A><D For the purpose of assuring effec

tive and efficient administration of the ben
efits provided under this section, the Secre
tary shall, in accordance with such criteria 
as he finds necessary to assure the perform
ance of the responsibilities and functions 
specified in paragraph <2>-

"(1) establish at least 17 end stage renal 
disease network areas, and 

"(II) for each such area, designate a net
work administrative organization which, in 
accordance with regulations of the Secre
tary, shall establish a network council of 
renal dialysis and transplant facilities locat
ed in the area, and a medical review board, 
which has a membership including physi
cians, nurses, and social workers engaged in 
treatment relating to end stage renal dis
ease. 
The Secretary shall publish in the Federal 
Register a description of the geographic 
area that he determines, after consultation 
with appropriate professional and patient 
organizations, constitutes each network area 
and the criteria on the basis of which such 
determination is made. 

"<ii)(l) In order to determine whether the 
Secretary should enter into, continue, or 
terminate an agreement with a network ad
ministrative organization designated for an 
area established under clause {i), the Secre
tary shall develop and publish in the Feder
al Register standards, criteria, and proce
dures to evaluate an applicant organiza
tion's capabilities to perform <and, in the 
case of an organization with which such an 
agreement is in effect, actual performance 
of) the responsibilities described in para
graph (2). 

"(II) An agreement with a network admin
istrative organization may be terminated by 
the Secretary only if he finds, after apply
ing such standards and criteria, that the or
ganization has failed to perform its pre
scribed responsibilities effectively and effi
ciently. If such an agreement is to be termi
nated, the Secretary shall solicit applicants 
for such an agreement in accordance with 
provisions of law relating to competitive bid
ding so as to provide an orderly transition.". 

(2) DEADLINE FOR ESTABLISHING NEW 
AREAS.-The Secretary of Health and 
Human Services shall establish end stage 
renal disease network areas, pursuant to the 
amendment made by paragraph < 1 ), not 
later than January 1, 1987. 

(3) SPECIAL TREATMENT OF EXISTING NET
WORK ORGANIZATIONS.-In first designating 
network administrative organizations for 
areas so established, the Secretary shall des
ignate the network organization Cor a com
bination of such organizations) in operation 
on the date of the enactment of this Act as 
the network administrative organization, 
unless the Secretary determines that none 
of such organizations meet minimal stand
ards and criteria established under section 
188Hc><l><A><ii> of the Social Security Act 
<as amended by paragraph <1)). 

(b) PATIENT REPRESENTATION ON COUNCILS 
AND MEDICAL REVIEW BOARDS.-Subpara
graph <B> of subsection <c><l> of section 
1881 of the Social Security Act is amended 
to read as follows: 

"<B) At least one patient representative 
shall serve as a member of each network 
council and each medical review board.". 

(C) RESPONSIBILITIES OF NETWORK 0RGANI
ZATIONS.-Subsection <c>C2) of such section 
is amended-

< 1 > in subparagraph <A>. by inserting 
before the semicolon the following: "and 
the participation of patients, providers of 

services, and renal disease facilities in voca
tional rehabilitation programs"; 

<2> in subparagraph <B>, by inserting 
before the semicolon the following: "and 
with respect to working with patients, facili
ties, and providers in encouraging participa
tion in vocational rehabilitation programs"; 

<3> in subparagraph <D>. by inserting 
before the semicolon the following: "and re
porting to the Secretary on facilities and 
providers that are not providing appropriate 
medical care"; 

<4> in subparagraph <E>. by inserting "and 
encouraging participation in vocational re
habilitation programs" after "self-care set
tings and transplantation"; and 

(5) by redesignating subparagraphs (D) 
and <E> as subparagraphs <G> and <H>. re
spectively, and inserting after subparagraph 
<C> the following new subparagraphs: 

"CD) implementing a procedure for evalu
ating and resolving patient grievances; 

"(E) conducting on-site reviews of facili
ties and providers as necessary Cas deter
mined by a medical review board), utilizing 
standards of care established by the net
work organization to assure proper medical 
care; 

"{F) collecting, validating, and analyzing 
such data as are necessary to prepare the re
ports required by subparagraph <H> and 
subsection (g) and to assure the mainte
nance of the registry established under 
paragraph (7);". 

<d> FAciLITY CooPERATION WITH NET
WORKs.-The first sentence of subsection 
(c)(3) of such section is amended by insert
ing "or to follow the recommendations of 
the medical review board" after "consistent
ly failed to cooperate with network plans 
and goals". 

(e) INTENT OF CONGRESS RESPECTING MAXI
MUM USE OF VOCATIONAL REHABILITATION 
SERVICES.-The first sentence of subsection 
<c><6> of such section is amended by insert
ing before the period the following: "and 
that the maximum practical number of pa
tients who are suitable candidates for voca
tional rehabilitation services be given access 
to such services and encouraged to return to 
gainful employment". 

(f) NATIONAL END STAGE RENAL DISEASE 
REGISTRY.-

(1) ESTABLISHMENT OF REGISTRY.-Subsec
tion (c) of such section is further amended 
by adding at the end the following new 
paragraph: 

"(7) The Secretary shall establish a na
tional end stage renal disease registry the 
purpose of which shall be to assemble and 
analyze the data reported by network orga
nizations, transplant centers, and other 
sources on all end stage renal disease pa
tients in a manner that will permit-

"CA) the preparation of the annual report 
to the Congress required under subsection 
(g); 

"(B) an identification of the economic 
impact, cost-effectiveness, and medical effi
cacy of alternative modalities of treatment; 

"(C) an evaluation with respect to the 
most appropriate allocation of resources for 
the treatment and research into the cause 
of end stage renal disease; 

"CD) the determination of patient mortali
ty and morbidity rates, and trends in such 
rates, and other indices of quality of care; 
and 

"(E) such other analyses relating to the 
treatment and management of end stage 
renal disease as will assist the Congress in 
evaluating the end stage renal disease pro
gram under this section. 

The Secretary shall provide for such coordi
nation of data collection activities, and such 
consolidation of existing end stage renal dis
ease data systems, as is necessary to achieve 
the purpose of such registry, shall deter
mine the appropriate location of the regis
try, and shall provide for the appointment 
of a professional advisory group to assist 
the Secretary in the formulation of policies 
and procedures relevant to the management 
of such registry.". 

<2> REPORT.-The Secretary shall submit 
to the Congress, no later than January 1, 
1987, a full report on the progress made in 
establishing the national end stage renal 
disease registry under the amendment made 
by paragraph ( 1>. 

(g) FUNDING OF ESRD NETWORK ORGANIZA
TIONS.-

< 1) IN GENERAL.-Subsection Cb><7> of sec
tion 1881 of the Social Security Act is 
amended by adding at the end the following 
new sentence: "The Secretary shall reduce 
the amount of each composite rate payment 
under this paragraph for each treatment by 
50 cents and provide for payment of such 
amount to the network administrative orga
nization <designated under subsection 
(c)(l ><A> for the network area in which the 
treatment is provided) for its necessary and 
proper administrative costs incurred in car
rying out its responsibilities under subsec
tion (c)(2).". 

{2) EFFECTIVE DATE.-The amendment 
made by paragraph < 1 > shall apply to treat
ment furnished on or after January 1, 1987. 

(h) PROTOCOLS ON REUSE OF DIALYSIS FIL
TERS AND OTHER DIALYSIS SUPPLIES.-

(1) ESTABLISHMENT OF PROTOCOLS.-Para
graph <7> of subsection (f) of section 1881 of 
the Social Security Act is amended to read 
as follows: 

"(7)(A) The Secretary shall establish pro
tocols on standards and conditions for the 
reuse of dialyzer filters for those facilities 
and providers which voluntarily elect to 
reuse such filters. 

"<B> The Secretary shall study and review 
the appropriateness of establishing proto
cols on standards and conditions for the 
reuse <where appropriate> of other dialysis 
supplies <such as blood lines, transducer fil
ters, and dialyzer caps). If the Secretary de
termines that the establishment of such a 
protocol with respect to such a dialysis 
supply is appropriate, the Secretary may es
tablish such a protocol. 

"CC> If a renal disease facility fails to 
follow a protocol established under this 
paragraph in the reuse of a dialyzer filter or 
other dialysis supply, the facility shall be 
subject to such a penalty as the Secretary 
may establish.". 

(2) DEADLINE AND REPORT.-The Secretary 
of Health and Human Services-

<A> shall establish the protocols described 
in section 188H0<7><A> of the Social Securi
ty Act by not later than January 1, 1988, 
and 

<B> shall report to the Congress, not later 
than January 1, 1988, on the study and 
review conducted under section 
1881<0<7>CB> of such Act. 

(i) EFFECTIVE DATE FOR CERTAIN AMEND
MENTS.-The amendments made by subsec
tions Cb), <c>. and (d) shall apply to network 
administrative organizations designated for 
network areas established under the amend
ment made by subsection (a)(1). 
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SJo:C. 450!!. HOSPITAl. PROTOCOLS Jo'OR OR(;AN PRO

CliRJ<:MJo; NT ANI> STANUARI>S Jo'OR 
OR(; AN PROCURJo:MJo:NT AGENCU:s. 

(a) IN GENERAL.-Title XI of the Social Se
curity Act is amended by inserting after sec
tion 1137 the following new section: 
"HOSPITAL PROTOCOLS FOR ORGAN PROCURE

MENT AND STANDARDS FOR ORGAN PROCURE
MENT AGENCIES 
"SEc. 1138. (a) The Secretary shall provide 

that no hospital may participate in the pro
grams under title XVIII and XIX unless the 
hospital establishes protocols for encourag
ing organ and tissue donation by identifying 
and assisting potential human organ and 
tissue donors in a manner that < 1 > assures 
that families of potential donors are made 
aware of the option of organ or tissue dona
tion and their option to decline, and (2) en
courages discretion and sensitivity to the 
circumstances, views, and beliefs of families. 

" (b) The Secretary shall provide that no 
payment may be made under title XVIII or 
XIX with respect to costs in procuring 
organs attributable to payments made to an 
organ procurement agency which-

"(1) is not a qualified organ procurement 
organization <described in section 371(b) of 
the Public Health Service Act> or meets the 
standards to be such an organization, and 

"(2) has not been certified <and recertified 
not less often than once every two years> as 
meeting the standards for certification of 
organ procurement agencies established by 
the Association of Independent Organ Pro
curement Agencies." . 

(b) EFFECTIVE DATES.-0) Section ll38(a) 
of the Social Security Act shall apply to 
hospitals participating in the programs 
under titles XVIII and XIX of such Act as 
of July 1, 1987. 

<2> Section 1138<b> of such Act shall apply 
to costs of organs procured on or after Janu
ary 1, 1988. 
SEC. 4509. COBRA TECHNICAL CORRECTIONS. 

(a) CORRECTION CONCERNING TRANSITION 
PERIOD FOR FOREIGN MEDICAL GRADUATES IN 
DETERMINING PAYMENTS FOR DIRECT GRADU
ATE MEDICAL EDUCATION COSTS.- The matter 
in section 1886<h><4><E><ii> of the Social Se
curity Act <42 U.S.C. 1395ww(h)(4)(E)(ii)), 
added by 9202(a) of the Consolidated Omni
bus Budget Reconciliation Act of 1985 (in 
this section referred to as "COBRA"), pre
ceding subclause (I) is amended by insert
ing "but before July 1, 1987," after " 1986,". 

(b) ANNOUNCEMENT, RATHER THAN PUBLICA
TION, OF HMO AND CMP PAYMENT RATES.
( 1) The matter in section 1876(a)( 1 ><A> of 
the Social Security Act (42 U.S.C. 
1395mm<a><l><A» preceding clause {i), as 
amended by section 9211(d) of COBRA, is 
amended by striking "publish" and inserting 
"announce <in a manner intended to provide 
notice to interested parties)" . 

<2) The amendment made by paragraph 
< 1) shall apply to determinations of per 
capita payment rates of payment for 1987 
and subsequent years. 

(C) PENALTIES FOR BILLING FOR ASSISTANTS 
AT SURGERY FOR CERTAIN CATARACT OPER
ATIONS.-<1) Section 1842(k) of the Social 
Security Act <42 U.S.C. 1395u(k)), added by 
section 9307<c> of COBRA, is amended by 
inserting "presents or causes to be present
ed a claim or" after "willfully" each place it 
appears. 

(2) The amendment made by paragraph 
(1) shall apply to claims presented after the 
date of the enactment of this Act. 

(d) TEMPORARY USE OF CARRIER PRE-PAY
MENT SCREENING AS A SUBSTITUTE FOR PRE
PROCEDURE REVIEW.-For purposes of sec
tion 1862(a)(15) of the Social Security Act 

<42 U.S.C. 1395y(a){15)), added by section 
9307(a)(3) of COBRA and for surgical proce
dures performed during the period begin
ning on April 1, 1986, and ending on Novem
ber 15, 1986, a carrier is deemed to have ap
proved the use of an assistant in a surgical 
procedure, before the surgery is performed, 
based on the existence of a complicating 
medical condition if the carrier determines 
after the surgical is performed that the use 
of the assistant in the procedure was appro
priate based on the existence of a complicat
ing medical condition. 

(e) EXTENSION OF CONTINUATION PERIOD OF 
ACCESS: MEDICARE DEMONSTRATION 
PRO.JECT.-Section 9221(a) of COBRA is 
amended by striking "September 30, 1986" 
and inserting "July 31, 1987". 

(f) MISCELLANEOUS TECHNICAL AMEND
MENTS.-{1) Paragraph {1) of section 1866(a) 
of the Social Security Act <42 U.S.C. 
1395cc(a)) is amended-

<A> by striking the " and" inserted at the 
end of subparagraph (I) by section 
9122{a){2) of COBRA, 

<B> by striking the period at the end of 
subparagraph <J> and inserting " , and" , and 

<C> by redesignating the subparagraph <I> 
inserted by section 9403(b) of COBRA as 
subparagraph <K> and transferring and in
serting such subparagraph after subpara
graph (J). 

(2) Section 9127(b) of COBRA is amended 
by inserting " , except that the Director may 
provide initially for such terms as will 
insure that <on a continuing basis) the 
terms of no more than eight members will 
expire in any one year" after "years". 

(3) Section 9202(j) of COBRA is amended 
by inserting "or section 402 of the Social Se
curity Amendments of 1967" after "section 
1886(c) of the Social Security Act". 

(4) Section 1842(h) of the Social Security 
Act <42 U.S.C. 1395u(h)), amended by sec
tion 9301(c) of COBRA, is amended-

<A> in paragraph (5), as redesignated by 
section 9301(c)(3){D) of COBRA, by striking 
"such" each place it appears, and 

<B> in paragraph (6), as so redesignated, 
by striking " the the" and inserting " the". 

(5) Section 9301(c)(5) of COBRA is 
amended by striking " 1842(b)(7)" and in
serting " 1842(h)(7)" . 

<6> The amendments made by this subsec
tion are effective as if they had been includ
ed in the enactment of the Consolidated 
Omnibus Budget Reconciliation Act of 1985. 
SEC. 4510. RESTRICTING WAIVER OF REQUIREMENT 

OJ<' 50 PERCENT NON-MEDICARE EN
ROLLMENT FOR HMOS AND CMPS. 

(a) RESTRICTION ON NEW WAIVERS.-Para
graph (2) of subsection (f) of section 1876 of 
the Social Security Act (42 U.S.C. 1395mm) 
is amended by striking " if" and all that fol
lows through the end and inserting the fol
lowing: " to the extent that more than 50 
percent of the population of the area served 
by the organization consists of individuals 
who are entitled to benefits under this title 
or under a State plan approved under title 
XIX.". 

(b) SANCTIONS FOR NONCOMPLIANCE.-Such 
subsection is further amended by adding at 
the end the following new paragraph: 

" (3) If the Secretary determines that an 
eligible organization has failed to comply 
with the requirements of this subsection, 
the Secretary may provide for the suspen
sion of payments to the organization under 
this section for individuals enrolled with the 
organization after the date the Secretary 
notifies the organization of such noncompli
ance.". 

(C) EFFECTIVE DATES.-

(1) NEW RESTRICTION.-The amendment 
made by subsection <a> shall apply to modi
fications and waivers granted after the date 
of the enactment of this Act. 

(2) SANCTIONS FOR NONCOMPLIANCE.-The 
amendment made by subsection (b) shall 
take effect on the date of the enactment of 
this Act. 

(3) EXTENSION OF CURRENT WAIVERS.-In 
the case of an eligible organization de
scribed in paragraph (4), the Secretary of 
Health and Human Services may provide for 
an extension of such waiver only if the Sec
retary determines that the organization has 
made and is continuing to make reasonable 
efforts to meet scheduled enrollment goals, 
consistent with a schedule of compliance ap
proved by the Secretary. If the Secretary 
determines that such an organization has 
failed to comply with such schedule of com
pliance, the Secretary may provide for the 
suspension of payments, under section 1876 
of the Social Security Act, to the organiza
tion for individuals enrolled with the orga
nization after the date the Secretary noti
fies the organization of such noncompli
ance. 

(4) ORGANIZATIONS COVERED UNDER EXTEN
SION.-An eligible organization described in 
this paragraph is an eligible organization 
that-

< A> as of the date of the enactment of this 
section, has been granted, under paragraph 
<2> of section 1876 of the Social Security 
Act, a modification or waiver of the require
ment imposed by paragraph <1> of that sec
tion, but 

<B> does not meet the requirements for 
such modification or waiver under the 
amendment made by subsection <a> of this 
section. 
PART 2-PROVISIONS RELATING TO PART B 

SEC. 4521. COVERAGE OF VISION CARE. 

(a) DEFINING SERVICES AN OPTOMETRIST 
CAN PRovmE.-Clause <4> of section 1861(r) 
of the Social Security Act <42 U.S.C. 
1395x(r)) is amended to read as follows: " (4) 
a doctor of optometry, but only with respect 
to the provision of items or services de
scribed in subsection (s) which he is legally 
authorized to perform as a doctor of optom
etry by the State in which he performs 
them, or" . 

(b) EFFECTIVE DATE.-The amendment 
made by subsection (a) shall apply to serv
ices furnished on or after April 1, 1987. 
SEC. 4522. COVERAGE OF OCCUPATIONAL THERAPY 

SERVICES. 

(a) CoVERAGE.-Subparagraph <C> of sec
tion 1832(a)(2) of the Social Security Act 
<42 U.S.C. 1395k(a)(2)) is amended to read 
as follows: 

" (C) outpatient physical therapy services 
<other than services to which the second 
sentence of section 1861(p) applies> and out
patient occupational therapy services <other 
than services to which such sentence applies 
through the operation of section 1861(g));". 

(b) LIMITATION ON PAYMENTS.-Section 
1833(g) of such Act <42 U.S.C. 1395l<g)) is 
amended-

< 1 > by striking "next to last sentence" and 
inserting "second sentence", and 

<2> by adding at the end thereof the fol
lowing new sentence: " In the case of outpa
tient occupational therapy services which 
are described in the second sentence of sec
tion 1861(p) through the operation of sec
tion 1861(g), with respect to expenses in
curred in any calendar year, no more than 
$500 shall be considered as incurred ex
penses for purposes of subsections <a> and 
(b). " . 
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(C) CERTIFICATION STANDARD.-0) Section 

1835<a><2><C> of such Act <42 U.S.C. 
1395n<a><2><C» is amended-

<A> by inserting "or outpatient occupa
tional therapy services" after "outpatient 
physical therapy services", 

<B> in clause <D. by inserting "or occupa
tional therapy services, respectively," after 
"physical therapy services", and 

<C> in clause <iD, by inserting "or qualified 
occupational therapist, respectively," after 
"qualified physical therapist". 

<2> The second sentence of section 1835<a> 
of such Act and section 1866<e> of such Act 
<42 U.S.C. 1395n(a), 1395cc<e» are each 
amended-

< A> by inserting "(or meets the require
ments of such section through the oper
ation of section 186l(g))" after 
"186l<p><4><A>'' and after "186l(p)(4)(B)", 
and 

<B> by inserting "or <through the oper
ation of section 186l<g)) with respect to the 
furnishing of outpatient occupational ther
apy services" after "(as therein defined)". 

(d) DEFINITION AND INCLUSION WITH OTHER 
PART B SERVICES.-(!) Section 1861 of the 
Social Security Act <42 U.S.C. 1395x) is 
amended by inserting after subsection (f) 
the following new subsection: 
"Outpatient Occupational Therapy Services 

"(g) The term 'outpatient occupational 
therapy services' has the meaning given the 
term 'outpatient physical therapy services' 
in subsection (p), except that 'occupational' 
shall be substituted for 'physical' each place 
it appears therein.". 

(2) Section 186l<s><2><D> of such Act <42 
U.S.C. 1395x(s)(2)(0)) is amended by insert
ing "and outpatient occupational therapy 
services" after "outpatient physical therapy 
services". 

<3> Section 186l<v><5><A> of such Act (42 
U.S.C. 1395x<v><5><A» is amended by insert
ing "(including through the operation of 
section 186l(g))" after "section 186l(p)". 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall apply to expenses 
incurred for outpatient occupational ther
apy services furnished on or after April 1, 
1987. 
SEC. 4523. COVERAGE OF SERVICES OF A PHYSI

CIAN ASSISTANT. 
(a) SERVICES COVERED.-Section 186l(s)(2) 

of the Social Security Act (42 U.S.C. 
1395x<s><2», as amended by section 
4506(d)(l) of this subtitle, is amended-

(!) by striking "and" at the end of sub
paragraph <I>, 

<2> by adding "and" at the end of subpara
graph (J), and 

(3) by adding at the end the following new 
subparagraph: 

"(K)(i) services which are performed by a 
physician assistant <as defined in subsection 
<aa)(3)) under the supervision of a physician 
as defined in subsection (r)(l) in a hospital, 
skilled nursing facility, or as an assistant at 
surgery and which the physician assistant is 
legally authorized to perform by the State 
in which the services are performed, and 

"(ii) such services and supplies furnished 
as an incident to such services as would be 
covered under subparagraph <A> if fur
nished as an incident to a physician's pro
fessional service;". 

(b) DETERMINATION OF PAYMENT AMOUNT.
Section 1842(b)(3) of such Act (42 U.S.C. 
1395u(b)(3)) is amended by adding at the 
end the following: "With respect to services 
described in section 186l<s)(2)(K) <relating 
to a physician assistant acting under the su
pervision of a physician), the prevailing 
charges shall not exceed 90 percent of the 

prevailing charges applicable with respect to 
the physician's performance of the serv
ices.". 

(C) PAYMENT TO EMPLOYER.-The first sen
tence of section 1842(b)(6) of such Act <42 
U.S.C. 1395u(b)(6)) is amended-

(!) by striking "except that payment may 
be made <A><D" and inserting "except that 
<A> payment may be made <D"; 

(2) by striking "or (B)" and by inserting 
"(B) payment may be made"; and 

<3> by inserting before the period at the 
end the following: ", and <C> in the case of 
services described in section 186l<s><2><K> 
where payment is made on an assignment
related basis, payment shall be made to the 
employer of the physician assistant in
volved". 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall apply to services 
furnished on or after January 1, 1987. 
SEC. 4524. COVERAGE OF SERVICES OF NURSE AN· 

ESTHETISTS. 
(a) COVERAGE OF SERVICES OF A REGISTERED 

NURSE ANESTHETIST UNDER PART B.-Section 
186l<s> of the Social Security Act (42 U.S.C. 
1395x<s» is amended-

( 1 > by redesignating paragraphs < 11 > 
through 04) as paragraphs 02> through 
05), respectively; 

(2) by striking "and" at the end of para
graph <9>; 

<3> by striking the period at the end of 
paragraph <10) and inserting"; and"; and 

(4) by inserting after paragraph OO> the 
following new paragraph: 

"01> services of a registered nurse anes
thetist <as defined in subsection (bb)).". 

(b) DEFINITION OF SERVICES OF A REGIS
TERED NURSE ANESTHETIST.-Section 1861 of 
such Act is amended by inserting after sub
section <aa> the following new subsection: 
"Services of a Registered Nurse Anesthetist 

"(bb)(l) The term 'services of a registered 
nurse anesthetist' means anethesia services 
and related care furnished by a registered 
nurse anesthetist <as defined in paragraph 
(2)) which the nurse anesthetist is legally 
authorized to perform as such by the State 
in which the services are furnished. 

"(2) The term 'registered nurse anesthe
tist' means a registered nurse licensed by 
the State who meets such education, train
ing, and other requirements relating to an
esthesia services and related care as the Sec
retary may prescribe. In prescribing such re
quirements the Secretary may use the same 
requirements as those established by a na
tional organization for the certification of 
nurse anesthetists.". 

(C) DIRECT PAYMENT FOR SERVICES.-Sec
tion 1832<a><2><B> of such Act <42 U.S.C. 
1395k<a><2><B» is amended-

< 1) by striking "and" at the end of clause 
(i), 

<2> by striking"; and" at the end of clause 
(ii) and inserting ", and", and 

<3> by adding at the end the following new 
clause: 

"(iii) services of a registered nurse anes
thetist; and". 

(d) AMOUNT OF PAYMENT.-0) Section 
1833(a)(l) of such Act (42 U.S.C. 1395l(a)(l)) 
is amended by striking "and' at the end of 
subparagraph <E>, and by adding at the end 
the following: "and <H> with respect to serv
ices of a registered nurse anesthetist under 
section 186l<s>01), the amounts paid shall 
be 80 percent of the "reasonable charges for 
such services established by the Secretary in 
accordance with subsection (1),". 

(2) Section 1833 of such Act is further 
amended by adding at the end the following 
new subsection: 

"(})(1) With respect to services of a regis
tered nurse anesthetist under section 
186l<s)(ll), the reasonable charge shall be 
an amount determined by the Secretary to 
be consistent with efficient and high quality 
anesthesia services, taking into account the 
prevailing rate for such services, but modi
fied to the extent necessary to comply with 
the requirements of paragraph (2). 

"(2) In establishing the reasonable charge 
for those services, the Secretary shall adjust 
the reasonable charge to the extent neces
sary to ensure that the total amount which 
will be paid under this title for those serv
ices in any fiscal year <as estimated by the 
Secretary) will not exceed the total amount 
which would be paid under this title for 
those services in the fiscal year if the serv
ices were included as inpatient hospital serv
ices and payment for such services was 
made under part A in the same manner as 
payment was made in fiscal year 1986 ad
justed to take into account changes in p~ices 
and technology relating to the adminstra
tion of anesthesia. 

"(3) In establishing the reasonable charge 
for medical direction of services of a regis
tered nurse anesthetist under section 
186l(s)(ll), the Secretary shall adjust the 
reasonable charge to the extent necessary 
to ensure that the total amount which will 
be paid under this title for such medical di
rection and such services in any fiscal year 
<as estimated by the Secretary) will not 
exceed the total amount which would have 
been paid but for the enactment of the 
amendments made by section 4524 of the 
Budget Reconciliation Act of 1986. 

"(4){A) If an adjustment under paragraph 
(3) results in a reduction in the reasonable 
charge for a physicians' service and a non
participating physician furnishes the service 
to an individual entitled to benefits under 
this part-

"{i) the physician may not charge the in
dividual more than 125 percent of the ad
justed prevailing charge for the service, and 

"<ii) if the physician charges more than 
such amount, the physician shall refund to 
the individual <and shall be liable to the in
dividual for> any amounts received in excess 
of such amount. 

"(B) If a physician knowingly and willful
ly imposes charges or fails to make refunds 
in violation of subparagraph <A>, the Secre
tary may apply sanctions against such phy
sician in accordance with subsection (j)(2).". 

(3) Section 1842(j)(2) of such Act (42 
U.S.C. 1395u(j)(2)) is amended by inserting 
"or section 1833{1)(4)'' after "(k)". 

(e) NOT TREATED AS PART OF INPATIENT 
HOSPITAL SERVICES.-Section 186l(b)(4) of 
such Act <42 U.S.C. 1395x(b)(4)) is amended 
by inserting before the semicolon the fol
lowing: ", costs of anesthesia services provid
ed by a certified registered nurse anesthe
tist". 

(f) CONFORMING AMENDMENTS TO HOSPITAL 
PAYMENTS.-0> Section 1886(a)(4) of such 
Act (42 U.S.C. 1395ww(a)(4)) is amended by 
striking ", costs of anesthesia services pro
vided by a certified registered nurse anes
thetist,". 

<2> Section 1886(d)(5) of such Act (42 
U.S.C. 1395ww(d)(5)) is amended by striking 
subparagraph <E>. 

(g) OTHER CONFORMING AMENDMENTS.-(!) 
Section 1862(a)(l4) of such Act (42 U.S.C. 
1395y(a)04)) is amended by inserting before 
the period the following: "or are services of 
a registered nurse anesthetist". 

<2> Section 1866<a><l><H> of such Act <42 
U.S.C. 1395cc<a>O><H» is amended by in-
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serting •·. and other than services of a regis
tered nurse anesthetist" after "1861<a)(14)". 

<3> Sections 1864<a>. 1865(a), 
1902<aX9><C>. and 1915<a>O><B)(ii)(l) of 
such Act <42 U.S.C. 1395aa<a>, 1395bb<a>. 
1396a<a><9><C>. 1396n<a>O><B><ii><D> are 
each amended by striking "paragraphs 01> 
and < 12)" and inserting "paragraphs < 12) 
and 03)". 

(h) EFFECTIVE DATE.-The amendments 
made by this section shall apply to items 
and services furnished on or after October 
1, 1987. 

(i) CONSTRUCTION.-Nothing in this section 
or the amendments made by this section 
shall contravene provisions of State law re
lating to the practice of medicine or nursing 
or State law requirements or institutional 
requirements regarding the administration 
of anesthesia and its medical direction or su
pervision. 
SEC. 4525. PAYMENT FOR PHYSICIANS' SERVI<;ES. 

(a) PAYMENT FOR PARTICIPATING PHYSI
CIANS.-Section 1842(b)(4)(A)(ii) of the 
Social Security Act <42 U.S.C. 
1395u{b)(4}{A){ti)) is amended by adding at 
the end the following new subclause: 

"(liD In determining the prevailing 
charge levels under the fourth sentence of 
paragraph (3) for physicians' services fur
nished on or after January 1, 1987, by a par
ticipating physician, the Secretary shall 
treat the additional 1 percent increase per
mitted on May 1, 1986, under subclause <II>. 
as having been justified by economic 
changes.". 

(b) PROHIBITING RETROACTIVE ADJUSTMENT 
OF MEDICAL ECONOMIC INDEX.-The Secre
tary of Health and Human Services is not 
authorized to revise the economic index re
ferred to in the fourth sentence of section 
1842<b><3> of the Social Security Act in a 
manner that provides, for any period before 
January 1, 1985, for the substitution of a 
rental equivalence or rental substitution 
factor for the housing component of the 
consumer price index. 

(C) PAYMENT FOR NONPARTICIPATING PHYSI
CIANS.-

(1) LIMIT ON PREVAILING CHARGES FOR UNAS
SIGNED CLAIMS.-Section 1842(b}(4)(A) Of the 
Social Security Act is amended by adding at 
the end the following new clause: 

"<iv> For physicians' services furnished on 
or after January 1, 1987, for which payment 
is not made on an assignment-related basis, 
for purposes of the fourth sentence of para
graph (3), the increase that is justified 
under the index described in that sentence 
for 1987 is 1 percent.". 

(2) LIMIT ON ACTUAL CHARGE INCREASES FOR 
NONPARTICIPATING PHYSICIANS.-Section 
1842(j )( 1> of such Act is amended-

< A> by inserting "(A)" after "(j){l)", and 
<B> by adding at the end the following 

new subparagraph: 
"(B) In the case of a nonparticipating 

physician for services furnished on or after 
January 1, 1987, the Secretary shall monitor 
the physician's actual charges for such serv
ices. If such physician knowingly and will
fully bills for actual charges in excess of the 
charges permitted under subparagraph <C>, 
the Secretary may apply sanctions against 
such physician in accordance with para
graph (2). 

"<C> With respect to services furnished 
during 1987 for which payment is-

"(i) made on an assignment-related basis, 
the charges may not exceed the physician's 
actual charges for the calendar quarter be
ginning on April 1, 1984, increased by the 
percentage increase in the medical economic 
index <under the fourth sentence of para-

graph <3» applicable to physicians' services 
furnished as of January 1, 1987, or 

"<ii) not made on an assignment-related 
basis, the charges may not exceed the physi
cian's actual charges for the calendar quar
ter beginning on April 1, 1984, increased by 
1 percent.". 

(3} CONFORMING AMENDMENT.-Section 
1842(b}(4)<D> is amended by adding at the 
end the following new clause: 

"<iv) In determining the customary 
charges for physicians' services furnished 
during 1988 and 1989 by a physician, if the 
physician was a nonparticipating physician 
in 1987, the Secretary shall not recognize 
any amount of such charges in 1987 that 
exceed the limit imposed under subsection 
(j)(l}(C).". 

(d) TERMS DEFINED.-Section 1842(h){l) of 
the Social Security Act is further amended 
by adding at the end the following new sen
tence: "For purposes of this section, the 
term 'participating physician' refers, with 
respect to the furnishing of services, to a 
physician who at the time of furnishing the 
services is a participating physician, and the 
term 'nonparticipating physician' refers, 
with respect to the furnishing of services, a 
physician who at the time of furnishing the 
services is not a participating physician.". 

(e) EFFECTIVE DATE.-The amendments 
made by subsections <a> and <c> shall apply 
to services furnished on or after January 1, 
1987. 
SEC. 4526. GUIDELINES FOR USE OF INHERENT REA· 

SONABLENESS AUTHORITY. 
(a) IN GENERAL.-Section 1842(b)(8) of the 

Social Security Act (42 U.S.C. 1395u(b)(8)) 
is amended-

< 1> by redesignating subparagraphs <A> 
and <B> as clauses (i) and <ii>, respectively, 

<2> by inserting "(A)" after ' '(8)", and 
(3) by adding at the end the following new 

subparagraphs: 
"(B) The Secretary may prc,vide for an in

crease or decrease in the reasonable charge 
otherwise recognized under this section with 
respect to a specific physicians' service, if 
the Secretary has made specific findings 
with respect to that service in accordance 
with the criteria set forth in subparagraph 
<A> and with the succeeding provisions of 
this paragraph. 

"<C><D In applying subparagraph <A>, the 
Secretary may compare-

"(!) the charges and resource costs for re
lated procedures, 

"<II> charges and resource costs for the 
procedure over a period of time, 

"(Ill) charges for a procedure in different 
geographic areas, and 

"<IV> the charges and allowed payments 
for a procedure under this part and by 
other payors. 

"(ii) An adjustment under subparagraph 
<B> on the basis of a comparison of the pre
vailing charges in different localities may be 
made only if the Secretary determines that 
the prevailing charge allowed in one locality 
is grossly out of line with prevailing charges 
allowed in other localities after accounting 
for differences in practice costs. 

"(iii) In this subparagraph, 'resource costs' 
include factors such as the time required to 
provide a procedure <including pre-proce
dure evaluation and post-procedure follow
up), the complexity of the procedure, the 
training required to perform the procedure, 
and the risk involved in the procedure. 

"<D> In determining whether to adjust 
payment rates under subparagraph <B>. the 
Secretary shall consider-

"(i) the potential impacts on quality, 
access, and beneficiary liability of the ad
justment, 

"<ii) likely effects on assignment rates, 
reasonable charge reductions on unassigned 
claims, and participation rates of physi
cians, 

"<iii> the proportion of such procedures 
for which payment is available under this 
part, and 

"<iv) the prevailing charges of other third
party payors for the procedure. 

"<E><D Before making an adjustment 
under subparagraph <B>, the Secretary 
shall-

"(!) publish notice of the proposed adjust
ment, which shall contain a summary of the 
study data and an explanation of the basis 
for the proposed adjustment, and 

"<In provide a period of at least 60 days 
during which interested parties may com
ment on the proposed adjustment. 

"(ii) Before publishing a notice of pro
posed adjustment under clause (i)(l), the 
Secretary shall consult with the Physician 
Payment Review Commission and shall pro
vide the Commission an opportunity to 
review and comment on the proposal. 

"(iii) An adjustment under subparagraph 
<B> shall only take effect only after publica
tion of a final notice by the Secretary. In 
such notice the Secretary shall explain the 
factors and data that were taken into con
sideration in making the adjustment and 
shall respond to any comments made by the 
Physician Payment Review Commission. 

"(F)(i) If an adjustment under subpara
graph <B> results in a reduction in the rea
sonable charge for a physicians' service and 
a nonparticipating physician furnishes the 
service to an individual entitled to benefits 
under this part-

"(!) the physician may not charge the in
dividual more than 125 percent of the ad
justed prevailing charge for the service, and 

"(Il) if the physician charges more than 
such amount, the physician shall refund to 
the individual <and shall be liable to the in
dividual for) any amounts received in excess 
of such amount. 

"(ii) If a physician knowingly and willfully 
imposes charges or fails to make refunds in 
violation of subparagraph <A>. the Secretary 
may apply sanctions against such physician 
in accordance with subsection (j)(2).". 

(b) PREVENTION OF EXCESS CHARGES.-Sec
tion 1842(j)(2) of such Act is amended by in
serting "(b)(8}(F)," before "(k)". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall take effect on the 
date of the enactment of this Act. 
SEC. 4527. PA Yl\1ENT FOR CERTAIN CATARACT SUR· 

GICAL PROCEDURES. 
(a) LIMITATIONS.-Section 1842(b)(9) of 

the Social Security Act <42 U.S.C. 
1395u(b)(9)) is amended-

(!) by redesignating subparagraphs <A> 
and <B> as clauses (i) and <iD, respectively, 

(2) by inserting "(A)" after "(9)", and 
(3) by adding at the end the following new 

subparagraphs: 
"(B) In determining the reasonable charge 

under paragraph (3) for cataract surgery 
with intraoccular lens implantation, the 
prevailing charge for such surgery shall not 
be recognized to the extent it exceeds 110 
percent of the prevailing charge recognized 
for such surgery without intraoccular lens 
implantation. 

"(C) In determining the reasonable charge 
under paragraph (3) for cataract surgery an
esthesia, the Secretary shall not recognize 
more than 4 base units <as used for purposes 
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of determining payment for anesthesia serv
ices as of the date of the enactment of this 
subparagraph) or equivalent amounts.". 

(b) LIMITING CHARGES TO BENEFICIARIES.
( 1) IN GENERAL.-Section 1842 of the Social 

Security Act is amended by adding at the 
end the following new subsection: 

"(})(1) With respect to the provision of 
cataract surgery with intraoccular lens im
plantation and cataract surgery anesthesia 
furnished by a nonparticipating physician 
to an individual entitled to benefits under 
this part-

"<A> the physician may not charge the in
dividual more than 125 percent of the pre
vailing charge recognized under this part 
for the services <which, in the case of cata
ract surgery anesthesia, is based on conver
sion factors taking into account the base 
and time units allowed), and 

"(B) if the physician charges more than 
such amount, the physician shall refund to 
the individual <and shall be liable to the in
dividual for) any amounts received in excess 
of such amount. 

"(2) If a physician knowingly and willfully 
imposes charges or fails to make refunds in 
violation of paragraph < 1 ), the Secretary 
may apply sanctions against such physician 
in accordance with subsection (j)(2).". 

(2) CONFORMING AMENDMENT.-Section 
1842(j){2) of such Act, as amended by sec
tion is amended by inserting ", or (})" after 
"(k)". 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall apply to serv
ices furnished on or after January 1, 1987. 
SEC. 4528. PAYMENT FOR CLINICAL DIAGNOSTIC 

LABORATORY TESTS. 
(a) TREATMENT OF HOSPITAL OUTPATIENT 

LABORATORIES.-
(1) ELIMINATING SUNSET OF APPLICATION OF 

PAYMENT PROVISIONS TO HOSPITAL LABORATO
RIES.-Section 1833(h){l) of the Social Secu
rity Act (42 U.S.C. 1395}(h){l)) is amended-

<A> in subparagraph (B), by striking 
"(other than tests performed by a hospital 
laboratory for outpatients of such hospi
tal)", and 

<B> by striking subparagraph <C>. 
(2) ELIMINATION OF PAYMENT DIFFEREN

TIAL.-Section 1833(h)(2) of such Act is 
amended by striking "(or, in the case of a 
test performed by a hospital laboratory for 
outpatients of such hospital, 62 percent)". 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection apply to clinical di
agnostic laboratory tests performed on or 
after January 1, 1987. 

(b) ELIMINATING REQUIREMENT OF NATION
AL FEE SCHEDULE.-

(!) IN GENERAL.-Section 1833(h)(l)(B) of 
such Act is amended-

<A> in the first sentence, by striking 
"during the period beginning on July 1, 
1984, and ending on December 31, 1987" and 
inserting "on or after July 1, 1984", and 

<B> by striking the second sentence. 
(2) REPORT.-The Secretary of Health and 

Human Services shall report to Congress, by 
not later than April 1, 1988, on the advis
ability and feasibility of establishing nation
al fee schedules for payment for clinical di
agnostic laboratory tests under section 
1833(h) of the Social Security Act. 

(C) PAYMENT FOR TIME AND TRAVEL COSTS 
TO COLLECT SAMPLES FROM CERTAIN IMMO
BILE BENEFICIARIES.-

(1) IN GENERAL.-Section 1833<h)(3) of such 
Act is amended-

<A> by inserting "(A)'' after "provide for 
and establish", and 

<B> by inserting before the period at the 
end the following: ", and <B> a fee to cover 

the transportation and personnel expenses 
for trained personnel to travel to the loca
tion of an individual to collect the sample, 
except that such a fee may be provided only 
with respect to an individual who is home
bound or an inpatient in an inpatient facili
ty <other than a hospital)". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) shall apply to sam
ples collected on or after January 1, 1987. 

(d) STATE STANDARDS FOR DIRECTORS OF 
CLINICAL LABORATORIES.-

(!) IN GENERAL.-If a State <as defined for 
purposes of title XVIII of the Social Securi
ty Act) provides for the licensing or other 
standards with respect to the operation of 
clinical laboratories <including such labora
tories in hospitals) in the State under which 
such a laboratory may be directed by an in
dividual with certain qualifications, nothing 
in such title shall be construed as authoriz
ing the Secretary of Health and Human 
Services to require such a laboratory, as a 
condition of payment or participation under 
such title, to be directed by an individual 
with other qualifications. 

(2) EFFECTIVE DATE.-Paragraph {1) shall 
take effect on January 1, 1987. 
SEC. 4529. PAYMENT Jo'OR PARENTERAL AND ENTER

AL NUTRITION SUPPLIES. 
The Secretary of Health and Human Serv

ices shall apply the sixth sentence of section 
1842<b><3> of the Social Security Act to pay
ment for parenteral and enteral nutrition 
supplies on or after January 1, 1987. 
SEC. 4530. PAYMENT FOR OXYGEN THERAPY SERV

ICES. 

(a) MONTHLY PROSPECTIVE FEE SCHEDULES 
FOR OXYGEN THERAPY SERVICES.-Section 
1833 of the Social Security Act <42 U.S.C. 
13951), as amended by section 4524(d)(2) of 
this subtitle, is amended by adding at the 
end the following new subsection: 

"(m){l) The Secretary shall establish 
monthly capitation fee schedules, on a re
gional, statewide, or carrier service area 
basis <as the Secretary may determine to be 
appropriate) for oxygen therapy services for 
which payment is made under this part. 

"<2><A> Under each such schedule, pay
ment shall be made under this part on the 
basis of the number of units of oxygen pre
scribed for a patient per month without 
regard to the actual number of units of 
oxygen so used. 

"(B) The Secretary shall require verifica
tion of the initial prescription requirements 
and any subsequent changes therein by lab
oratory data or such other means deemed 
appropriate by the Secretary. 

"(C) No payment may be made under this 
part for oxygen therapy services (i) other 
than to a provider of services with an agree
ment in effect under section 1866 or on an 
assignment-related basis <as defined in sec
tion 1842(i)(8)) or (ii) furnished more than 
one year after the date of the prescription 
for such services. 

"(D) No payment may be made under this 
part for oxygen therapy services furnished 
pursuant to a prescription of a physician 
who has a significant ownership interest in, 
or a significant financial or contractual rela
tionship with, the entity furnishing the 
oxygen therapy services, except that this 
prohibition shall not apply with respect to 
an entity which is the sole supplier <as de
termined by the Secretary> of oxygen ther
apy services in a community. 

"<E> With respect to payment for oxygen 
therapy services, the Secretary shall provide 
that-

"(i) if payment is not made on or before 
the 22nd calendar day after the date on 

which a clean claim is received, interest on 
the claim shall be paid at the rate used for 
purposes of section 3902(a) of title 31 
United States Code <relating to interest pen: 
alties for failure to make prompt payments> 
for the period beginning on the day after 
the required payment date and ending on 
the date on which payment is made; 

"<ii) within 22 calendar days after the date 
a claim for payment under this part is re
ceived, the carrier shall notify the entity 
submitting the claim of any defect or impro
priety in the claim (including the lack of 
any required substantiating documentation> 
or circumstance requiring special treatment 
that prevents the claim from being treated 
as a clean claim and prevents timely pay
ment from being made; 

"<iii) if notice required under clause (ii) is 
not provided on a timely basis with respect 
to a claim and payment is subsequently 
made on the claim, interest on the amount 
determined to be payable shall be made <at 
the rate described in clause (i)) for the 
period beginning on the day after the re
quired notice date and ending on the date 
on which payment is made or the date the 
notice is provided, whichever date is earlier 
and ' 

"<iv> the carrier will be reimbursed for the 
amount of interest paid under this subpara
graph from amounts made available for 
Federal administrative costs to carry out 
this part. 
In this subparagraph, the term 'clean claim' 
means a claim which meets the require
ments of this title for payment under this 
part and the term 'carrier' refers to the ap
propriate carrier with a contract under sec
tion 1842. 

"(3) Subject to paragraph (4), the Secre
tary shall set such fee schedules at 100 per
cent of the reasonable charge level deter
mined (pursuant to section 1842{b)(3)) for 
the 12-month period ending June 30, 1986, 
for oxygen therapy services <excluding any 
part of such charges relating to the pur
chase or rental of equipment> furnished in 
the applicable region, State, or area. Such 
fee schedules shall be adjusted annually <to 
become effective January 1 of each year, be
ginning with 1987) by a percentage increase 
or decrease equal to the percentage increase 
or decrease in the Consumer Price Index for 
All Urban Consumers <all items; United 
States city average), and subject to such 
other adjustments as the Secretary deter
mines are justified by technological 
changes. The Secretary shall also base such 
fee schedule on the lowest cost medically 
appropriate means of delivery. 

"(4) The Secretary shall provide for a per
centage increase <established by the Secre
tary) in the fee schedule amounts for 
oxygen therapy services furnished through 
a portable device. In order to assure the 
availability of oxygen therapy services for 
individuals consuming small amounts of 
oxygen, the Secretary shall provide for a 
minimum monthly amount for the furnish
ing of oxygen therapy services. 

"(5) Nothing in this subsection shall be 
construed as requiring the use of any par
ticular type of equipment or device. 

"(6) In this subsection and subsection (a), 
'oxygen therapy services' means durable 
medical equipment, accessories, and supplies 
for the provision of oxygen therapy in a pa
tient's home.". 

(b) PAYMENT BASED ON MONTHLY PROSPEC
TIVE FEE ScHEDULE.-Section 1833<a> of such 
Act is amended-
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<1> in paragraph (1), by striking out "and" 

before "(H)" and by adding at the end the 
following: "and (l) with respect to oxygen 
therapy services <as defined in subsection 
<m><6)), the amount paid shall be equal to 
80 percent of the amount determined under 
the monthly prospective fee schedule under 
subsection (}),"; and 

<2> in paragraph <2>-
<A> in subparagraph <B>. by striking out 

"or (D)" and inserting in lieu thereof "(D), 
or <E)", 

<B> by striking out "and" at the end of 
subparagraph <C>. 

<C> by inserting "and" at the end of sub
paragraph (D), and 

<D> by inserting after subparagraph <D> 
the following new subparagraph: 

"(E) with respect to oxygen therapy serv
ices, 80 percent of the amount determined 
under the monthly prospective fee schedule 
under subsection <m>;". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply to oxygen 
therapy services furnished on or after Janu
ary 1, 1987. 

(d) REPORT.-The Secretary of Health and 
Human Services shall study and report to 
the Congress, not later than July 1, 1988, on 
the implementation of the amendments 
made by this section and on the effect of 
such amendments, including the effects 
on-

< 1) patient outcomes, 
<2> the availability of oxygen therapy 

services to medicare beneficiaries, and 
(3) changes in oxygen therapy technology. 

SEC. 4531. ADDITIONAL I\1EMBERS FOR PHYSICIAN 
PAYMENT REVIEW COMMISSION. 

(a) 2 ADDITIONAL MEMBERS.-Section 
1845<a><2> of the Social Security Act <42 
U.S.C. 1395w-l<a)(2)) is amended by striking 
"11 individuals" and inserting "13 individ
uals". 

(b) APPOINTMENT OF ADDITIONAL MEM
BERS.-The Director of the Congressional 
Office of Technology Assessment shall ap
point the two additional members of the 
Physician Payment Review Commission, as 
required by the amendment made by subsec
tion (a), no later than 60 days after the date 
of the enactment of this Act, for terms of 3 
years, except that the Director may provide 
initially for such terms as will insure that 
<on a continuing basis) the terms of no more 
than five members expire in any one year. 
SEC. 4532. CHANGING MEDICARE APPEAL RIGHTS. 

(a) REVIEW OF PART B DETERMINATIONS.
( 1) Section 1869 of the Social Security Act 
<42 U.S.C. 1395ff) is amended-

<A> by inserting "or part B" in subsection 
(a) after "amount of benefits under part A", 

<B> by inserting "or part B" in subsection 
<b>O><C> after "part A", 

<C> by amending paragraph (2) of subsec
tion (b) to read as follows: 

"(2) Notwithstanding paragraph <l><C>. in 
the case of a claim arising-

"(A) under part A, a hearing shall not be 
available to an individual under paragraph 
(l)(C) if the amount in controversy is less 
than $100 and judicial review shall not be 
available to the individual under that para
graph if the amount in controversy is less 
than $1,000; or 

"(B) under part B, a hearing shall not be 
available to an individual under paragraph 
<l><C> if the amount in controversy is less 
than $500 and judicial review shall not be 
available to the individual under that para
graph if the aggregate amount in controver
sy is less than $1,000. 
In determining the amount in controversy, 
the Secretary, under regulations, shall allow 

two or more claims to be aggregated if the 
claims involve the delivery of similar or re
lated services to the same individual or in
volve common issues of law and fact arising 
from services furnished to two or more indi
viduals.", and 

<D> by adding at the end the following 
new paragraph: 

"(3) Paragraph (1) shall not be construed 
as authorizing any administrative law judge 
to review any national coverage determina
tion under section 1862(a)(l) respecting 
whether or not a particular type or class of 
items or services is covered under this 
title.". 

(2) Section 1842(b)(3)(C) of such Act (42 
U.S.C. 1395u<b><3><C)) is amended by strik
ing "$100 or more" and inserting "at least 
$100, but not more than $500". 

<3> Section 1879(d) of such Act <42 U.S.C. 
1395pp(d)) is amended by striking "section 
1869(b)" and all that follows through "part 
B)" and inserting "sections 1869(b) and 
1842(b)(3)<C> <as may be applicable)". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection <a> shall apply to items 
and services furnished on or after January 
1, 1987. 
SEC. 4533. ALZHEIMER'S DISEASE DEMONSTRA

TION PROJECTS. 
(a) DEMONSTRATION PROJECTS.-The Secre

tary of Health and Human Services <in this 
section referred to as the "Secretary") shall 
conduct at least 5 demonstration projects to 
determine the effectiveness, cost, and 
impact on health status and functioning of 
providing comprehensive services for indi
viduals entitled to benefits under title 
XVIII of the Social Security Act <in this 
section referred to as "medicare benefici
aries") who are victims of Alzheimer's dis
ease or related disorders. 

(b) SERVICES UNDER DEMONSTRATION 
PROJECTS.-The services provided under 
demonstration projects must be designed to 
meet the specific needs of Alzheimer's dis
ease patients and may include-

( 1) case management services, 
<2> home and community-based services, 
(3) mental health services, 
(4) outpatient drug therapy, 
(5) respite care and other supportive serv-

ices and counseling for family, 
(6) adult day care services, and 
(7) other in-home services. 
(C) CONDUCT OF PROJECTS.-The demon

stration projects shall-
< 1) each be conducted over a period of 3 

years; 
(2) provide each medicare beneficiary with 

a comprehensive medical and mental status 
evaluation upon entering the project and at 
discharge, 

(3) be conducted by an entity which either 
directly or by contract is able to provide 
such comprehensive evaluations and the ad
ditional services <described in subsection 
(b)) covered by the project; 

(4) be conducted in sites which are chosen 
so as to be geographically diverse and locat
ed in States with a high proportion of medi
care beneficiaries and in areas readily acces
sible to a significant number of medicare 
beneficiaries; and 

(5) involve community outreach efforts at 
each site to enroll the maximum number of 
medicare beneficiaries in each project. 

(d) EVALUATION AND REPORTS.-The Secre
tary shall provide for an evaluation of the 
demonstration projects and shall submit to 
the Committees on Energy and Commerce 
and Ways and Means of the House of Rep
resentatives and the Committee on Finance 
of the Senate-

< 1) a preliminary report during the third 
year of the projects, which report shall in
clude a description of the sites at which the 
projects are being conducted and the serv
ices being provided at the different sites, 
and 

<2> a final report upon completion of the 
projects, which report shall include recom
mendations for appropriate legislative 
changes. 

(f) FuNDING.-Expenditures <not to exceed 
$40,000,000 for the projects and $2,000,000 
for the evaluation of the projects) made for 
the demonstration projects shall be made 
from the Federal Supplementary Medical 
Insurance Trust Fund <established by sec
tion 1841 of the Social Security Act). Grants 
and payments under contracts may be made 
either in advance or by way of reimburse
ment, as may be determined by the Secre
tary, and shall be made in such installments 
and on such conditions as the Secretary 
finds necessary to carry out the purpose of 
this section. 

(g) WAIVER OF MEDICARE REQUIREMENTS.
The Secretary shall waive compliance with 
the requirements of title XVIII of the 
Social Security Act to the extent and for 
the period the Secretary finds necessary for 
the conduct of the demonstration projects. 

Subtitle G-Medicaid and Maternal and Child 
Health 
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sources required to be paid 
under spousal and child sup
port orders. 
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related conditions. 
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PART I-COVERAGE OF INDIVIDUALS 

SEC. 4601. OPTIONAL COVERAGE Jo'OR POOR PREG
NANT WOMEN AND INFANTS. 

(a) CREATION OF NEW OPTIONAL CATEGORI
CALLY NEEDY GROUP .-Section 
1902(a)( 10)(A)(ii) of the Social Security Act 
<42 U.S.C. 1396a(a)(10)(A)(ii)), as amended 
by sections 9505(b)(2) and 9529(b) of the 
Consolidated Omnibus Budget Reconcilia
tion Act of 1985, is amended-

( 1 > by striking ", or" at the end of sub
clause <VID and inserting a semicolon, 

(2) by inserting "or" at the end of sub
clause <VIII), and 

(3) by adding at the end the following new 
subclause: 

"<IX> subject to subsection (1)(4), who are 
described in subsection (1)(1);". 

(b) DESCRIPTION OF GROUP.-Section 1902 
of such Act is amended by adding at the end 
the following new subsection: 

"(1)(1) An individual described in this 
paragraph is-

"<A> a woman during pregnancy <and 
during the 60-day period beginning on the 
last date of her pregnancy), and 

"(B) an infant under one year of age or, in 
the case described in subsection <e)(7), 
older, 
who is not described in subsection 
<a>OO><A><D and whose family income does 
not exceed the maximum income level es
tablished by the State under paragraph (2) 
for a family size equal to the size of the 
family including the woman or infant. A 
State may not elect, under subsection 
<a>OO><A><ii><IX>. to cover only individuals 
described in subparagraph <A> or to cover 
only individuals described in subparagraph 
<B>. 

"(2><A> For purposes of paragraph (1) and 
subject to subparagraph <B>, the State shall 
establish a maximum income level which is 
a percentage <not more than 100 percent> of 
the nonfarm income official poverty line de
fined by the Office of Management and 
Budget <and revised annually in accordance 
with section 673(2) of the Omnibus Budget 
Reconciliation Act of 1981) applicable to a 
family of the size involved. 

"(B) The maximum income level estab
lished under subparagraph <A> for a family 
may not be less than the payment level ap
plicable to a family of that size and with no 
income under the State plan approved 
under part A of title IV. 

"(3) Notwithstanding subsection <a><17), 
for individuals who are eligible for medical 
assistance because of subsection 
(a)( 10 ><A)(ii)(lX)-

"(A)(i) no resource standard or methodol
ogy may be applied with respect to an indi
vidual described in paragraph O><A>, 

"(ii) any resource standard or methodolo
gy which is applied with respect to an indi
vidual described in paragraph O><B> may 
not be more restrictive than the correspond
ing resource standard or methodology 
which is applied under the State plan under 
part A of title IV, 

"(B) the income standard to be applied is 
the income standard established under para
graph (2), and 

"(C) family income shall be determined in 
accordance with the methodology employed 
under the State plan under part A of title 
IV <without regard to section 402(a)08)), 
and costs incurred for medical care or for 
any other type of remedial care shall not be 
taken into account. 
Any different treatment provided under this 
paragraph for such individuals shall not, be
cause of subsection <a>07), require or 
permit such treatment for other individuals. 

"(4) A State plan may not elect the option 
of furnishing medical assistance to individ
uals described in subsection 
<a>OO)(A)<ii)<IX> unless the State has in 
effect, under its plan established under part 
A of title IV, payment levels that are not 
less than the payment levels in effect under 
its plan on April17, 1986." 

(C) LIMITATION OF BENEFITS FOR NEWLY EL
IGIBLE PREGNANT WOMEN.-Section 
1902(a)00) of such Act <42 U.S.C. 
1396a(a)(l0)), as amended by sections 9501 
and 9505(b)(1) of the Consolidated Omnibus 
Budget Reconciliation Act of 1985, is 
amended, in the matter after subparagraph 
<D>-

<D by striking "and" before "(Vl)", and 
<2> by inserting before the semicolon at 

the end the following: ", and <VII> the medi
cal assistance made available to an individ
ual described in subsection (l)(l)(A) who is 
eligible for medical assistance only because 
of subparagraph <A><ii><IX> shall be limited 
to medical assistance for services related to 
pregnancy <including prenatal, delivery, and 
postpartum services> and to other condi
tions which may complicate pregnancy". 

(d) CONTINUATION OF MEDICAL ASSISTANCE 
FOR CERTAIN PREGNANT WOMEN DURING 
PREGNANCY AND FOR CERTAIN INFANTS RE
CEIVING INPATIENT SERVICES AT ONE YEAR OF 
AGE.-Section 1902<e> of such Act <42 U.S.C. 
1396a(e)), as amended by section 950l<c) of 
the Consolidated Omnibus Budget Reconcil
iation Act of 1985, is amended by adding at 
the end the following new paragraphs: 

"(6) At the option of a State, if a State 
plan provides medical assistance for individ
uals under subsection <a>OO><A><ii><IX>, the 
plan may provide that any woman described 
in such subsection and subsection (1)(1 ><A> 
shall continue to be treated as an individual 
described in subsection <a>OO)(A)(ii)<IX) 
without regard to any change in income of 
the family of which she is a member until 
the end of the 60-day period beginning on 
the last date of her pregnancy. 

"(7) If a State plan provides medical as
sistance for individuals under subsection 
<a><10><A><ii><IX>, in the case of an infant 
described in subsection (l)(l)(B)-

"<A> who is receiving inpatient services for 
which medical assistance is provided on the 
date the infant becomes one year of age, 
and 

"(B) who, but for becoming one year of 
age, would remain eligible for medical assist
ance as under such subsection, 
the infant shall continue to be treated as an 
individual described in subsections 
<a>OO><A>OD<IX> and (l)(l)(B) until the end 
of the stay for which the inpatient services 
are furnished.". 

(e) CONFORMING AMENDMENTS.-0) Section 
1902(a)(17> of such Act (42 U.S.C. 
1396a(a)(17)) is amended by inserting 
"except as provided in subsection (1)(3)," 
after "(17)". 

(2) Section 1903(!)(4) of such Act <42 
U.S.C. 1396b(f)(4)) is amended by inserting 
"for any individual described in section 
1902<a>OO><A>OD<IX> or" after "as medical 
assistance". 

(f) EFFECTIVE DATE.-The amendments 
made by this section shall apply to medical 
assistance furnished in calendar quarters 
beginning on or after July 1, 1987, without 
regard to whether or not final regulations 
to carry out the amendments have been pro
mulgated by that date. 
SEC. 4602. OPTIONAL COVERAGE OF ELDERLY AND 

DISABLED POOR FOR ALL MEDICAID 
BENEFITS. 

(a) CREATION OF NEW OPTIONAL CATEGORI· 
CALLY NEEDY GROUPS.-

(1) IN GENERAL.-8ubsection <a>OO><A><ii> 
of section 1902 of the Social Security Act 
(42 U.S.C. 1396a), as amended by section 
460l<a> of this subtitle, is amended-

<A> by striking "or" at the end of sub
clause <VIII>, 

<B> by striking the semicolon at the end of 
subclause <IX> and inserting ", or", and 

<C> by adding at the end the following 
new subclause: 

"(X) subject to subsection <m>(3), who are 
described in subsection <m>< 1 >;". 

(2) DESCRIPTION OF INDIVIDUALS.-Such 
section is further amended by adding after 
subsection (1), added by section 460l<b> of 
this subtitle, the following new subsection: 

"(m)( 1) Individuals described in this para
graph are individuals-

"(A) who are 65 years of age or older or 
are disabled individuals (as determined 
under section 1614(a)(3)), 

"(B) whose income <as determined under 
section 1612 for purposes of the supplemen
tal security income program) does not 
exceed an income level established by the 
State consistent with paragraph (2)(A), and 

"<C> whose resources <as determined 
under section 1613 for purposes of the sup
plemental security income program> do not 
exceed <except as provided in paragraph 
(2)(B)) the maximum amount of resources 
that an individual may have and obtain ben
efits under that program. 

"(2)(A) The income level established 
under paragraph <D<B> may not exceed a 
percentage <not more than 100 percent> of 
the nonfarm official poverty line <as defined 
by the Office of Management and Budget, 
and revised annually in accordance with sec
tion 673(2) of the Omnibus Budget Recon
ciliation Act of 1981) applicable to a family 
of the size involved. 

"<B> In the case of a State that provides 
medical assistance to individuals not de
scribed in section 1902(a)<lO><A> and at the 
State's option, the State may use under 
paragraph (l)(C) such resource level <which 
is higher than the level described in that 
paragraph) as may be applicable with re
spect to individuals described in paragraph 
<D<A> who are not described in section 
1902<a><10)(A).". 

(b) REQUIREMENT OF COVERAGE OF CERTAIN 
PREGNANT WOMEN AND CHILDREN AND OTHER 
SPECIAL RULES.-Section 1902(m) of such 
Act, as added by subsection (a)(2), is further 
amended by adding at the end the following 
new paragraphs: 

"(3) A State plan may not provide cover
age for individuals under subsection 
<a>OO><A>Oi><X>, unless the plan provides 
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coverage of some of the individuals de
scribed in subsection (})(1 >. 

"( 4> Notwithstanding subsection <a>07>. 
for individuals described in paragraph < 1 > 
who are covered under the State plan by 
virtue of subsection <a>OO><A><ii><X>-

"<A> the income standard to be applied is 
the income standard described in paragraph 
O><B>, and 

"(B) except as provided in section 
1612(b)(4><B><ii>. costs incurred for medical 
care or for any other type of remedial care 
shall not be taken into account in determin
ing income. 
Any different treatment provided under this 
paragraph for such individuals shall not, be
cause of subsection <a>07>, require or 
permit such treatment for other individ
uals.". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply to pay
ments to States for calendar quarters begin
ning on or after July 1, 1987, without regard 
to whether or not final regulations to carry 
out such amendments have been promulgat
ed by such date. 
SEC. 4603. OPTIONAL COVERAGE 01'' POOR MEDI

CARE BENEFICIARIES FOR MEDICARE 
COST-SHARING EXPENSJo;s. 

(a) ELIGIBILITY OF QUALIFIED MEDICARE 
BENEFICIARY.-Section 1902(a)(10) Of the 
Social Security Act (42 U.S.C. 1396a<a><10)) 
is amended-

< 1) by striking "and" at the end of sub
paragraph (C), 

(2) by inserting "and" at the end of sub
paragraph <D>. and 

(3) by inserting after subparagraph <D> 
the following new subparagraph: 

"(E) at the option of a State but subject to 
subsection <m><3>, for making medical assist
ance available for medicare cost-sharing <as 
defined in section 1905(p)(3)) for qualified 
medicare beneficiaries described in section 
1905<o><l>;". 

(b) QUALIFIED MEDICARE BENEFICIARY DE
FINED.-Section 1905 of such Act (42 U.S.C. 
1396d) is amended by adding at the end the 
following new subsection: 

"(p)( 1> The term 'qualified medicare bene
ficiary' means an individual-

"(A) who is entitled to hospital insurance 
benefits under part A of title XVIII <includ
ing an individual entitled to such benefits 
pursuant to an enrollment under section 
1818), 

"<B> who, but for section 1902<a>OO><E> 
and the election of the State, is not eligible 
for medical assistance under the plan, 

"(C) whose income <as determined under 
section 1612 for purposes of the supplemen
tal security income program> does not 
exceed an income level established by the 
State consistent with paragraph (2)(A), and 

"CD> whose resources <as determined 
under section 1613 for purposes of the sup
plemental security income program) do not 
exceed (except as provided in paragraph 
(2)(B)) the maximum amount of resources 
that an individual may have and obtain ben
efits under that program. 

"(2)<A> The income level established 
under paragraph <l><C> may not exceed a 
percentage <not more than 100 percent> of 
the nonfarm official poverty line <as defined 
by the Office of Management and Budget, 
and revised annually in accordance with sec
tion 673(2) of the Omnibus Budget Recon
ciliation Act of 1981> applicable to a family 
of the size involved. 

"(B) In the case of a State that provides 
medical assistance to individuals not de
scribed in section 1902Ca>OO><A> and at the 
State's option, the State may use under 

paragraph O><D> such resource level <which 
is higher than the level described in that 
paragraph) as may be applicable with re
spect to individuals described in paragraph 
O><A> who are not described in section 
1902<a>OO><A>.''. 

(C) LIMITED, MEDICARE GAP-FILLING BENE
FITS.-Section 1902<a><lO> of such Act <42 
U.S.C. 1395a<a><10)), as amended by section 
Hc> of this subtitle, is amended, in the 
matter after subparagraph <D>-

<1> by striking "and" before "(VII)", 
(2) by inserting before the semicolon at 

the end the following: ", and <VIII> the 
medical assistance made available to a quali
fied medicare beneficiary described in sec
tion 1905(p)(l) shall be limited to medical 
assistance for medicare cost-sharing <de
scribed in section 1905(p)(3)), subject to the 
provisions of subsection <n> and section 
1916(b)". 

(d) MEDICARE COST-SHARING DEFINED.
Section 1905(p) of such Act, as added by 
subsection (b), is amended by adding at the 
end the following: 

"(3) The term 'medicare cost-sharing' 
means the following costs incurred with re
spect to a qualified medicare beneficiary: 

"<A> Premiums under part B. 
"(B) Deductibles and coinsurance de

scribed in section 1813. 
"(C) The annual deductible described in 

section 1833(b). 
"(D) The difference between the amount 

that is paid under section 1833Ca) and the 
amount that would be paid under such sec
tion if any reference to '80 percent' therein 
were deemed a reference to '100 percent'. 
Such term also may include, at the option 
of a State, premiums for enrollment of a 
qualified medicare beneficiary with an eligi
ble organization under section 1876.". 

(e) PAYMENT AMOUNTS.-Section 1902 Of 
such Act, as amended by sections 460l<b> 
and 4602<a><2> of this subtitle, is further 
amended by adding at the end the following 
new subsection: 

"(n) In the case of medical assistance fur
nished under this title for medicare cost
sharing respecting the furnishing of a serv
ice or item to a qualified medicare benefici
ary, the State plan may provide payment in 
an amount with respect to the service or 
item that results in the sum of such pay
ment amount and any amount of payment 
made under title XVIII with respect to the 
service or item exceeding the amount that is 
otherwise payable under the State plan for 
the item or service for eligible individuals 
who are not qualified medicare benefici
aries.". 

(f) REQUIREMENT oF CovERAGE oF CERTAIN 
PREGNANT WOMEN AND CHILDREN AND OTHER 
SPECIAL RULES.-

( 1) REQUIRING COVERAGE OF CERTAIN PREG
NANT WOMEN AND CHILDREN AND INCOME 
STANDARD TO BE USED.-Section 1902(}) Of 
such Act, as added by section 4602<a><2> of 
this subtitle, is amended-

<A> in paragraph (3), by inserting "or cov
erage under subsection <a>OO><E>" after 
"subsection (a)00)(A)(ii)(!X)", and 

<B> by adding at the end the following 
new paragraph: 

"(5) Notwithstanding subsection (a)(17), 
for qualified medicare beneficiaries de
scribed in section 1905Cp)0)-

"CA) the income standard to be applied is 
the income standard described in section 
1905Cp)<l)(C), and 

"(B) except as provided in section 
1612(b)(4)(B)(ii), costs incurred for medical 
care or for any other type of remedial care 
shall not be taken into account in determin
ing income. 

Any different treatment provided under this 
paragraph for such individuals shall not, be
cause of subsection (a)(17), require or 
permit such treatment for other individ
uals.". 

(2) EFFECTIVE DATE OF BENEFITS.-Section 
1902<e> of such Act, as amended by section 
460l<d) of this subtitle, is amended by 
adding at the end the following new para
graph: 

"(8) If an individual is determined to be a 
qualified medicare beneficiary <as defined in 
section 1905(p)(l)), such determination 
shall apply to services furnished after the 
end of the month in which the determina
tion first occurs. For purposes of payment 
to a State under section 1903(a), such deter
mination shall be considered to be valid for 
an individual for a period of 12 months, 
except that a State may provide for such de
terminations more frequently, but not more 
frequently than once every 6 months for an 
individual.". 

(g) CONFORMING AMENDMENTS.-
( 1) TREATMENT OF BENEFITS.-Section 

1902(a)<10)(C) of such Act <42 U.S.C. 
1396a(a)00)) is amended, in the matter 
before clause (i), by inserting "or CE)" after 
"subparagraph <A>". 

(2) PAYMENT OF MEDICARE PREMIUMS AND 
PART A DEDUCTIBLE.-Section 1903(a)( 1) Of 
such Act (42 U.S.C. 1396b(a)<l)) is amend
ed-

<A> by inserting "deductible amounts 
under part A and" after "(including expend
itures for", 

<B> by inserting "(and, in the case of 
qualified medicare beneficiaries described in 
section 1905Cp)(l), part A)'' after "premiums 
under part B", and 

<C> by striking "or <B)'' and inserting "(B) 
are qualified medicare beneficiaries de
scribed in section 1905(o)(l), or (C)". 

(3) TIMING OF BENEFITS.-Section 1905(a) 
of such Act (42 U.S.C. 1396d(a)) is amended, 
in the matter before subdivision (i), by in
serting "or, in the case of a qualified medi
care beneficiary described in section 
1905(p)(l), if provided after the month in 
which the individual becomes such a benefi
ciary" after "makes application for assist
ance". 

(4) COPAYMENTS.-
(A) Section 1902(a)(15) of such Act <42 

U.S.C. 1396a(a)(15)) is amended by inserting 
"are not qualified medicare beneficiaries <as 
defined in section 1905(p)(l)) but" after 
"older who". 

<B> Subsections <a) and (b) of section 1916 
of such Act (42 U.S.C. 1396o) are each 
amended by striking "section 
1902(a)(10)(A)'' and inserting "subpara
graph CA) or <E> of section 1902Ca)(10)''. 

(h) EFFECTIVE DATE.-The amendments 
made by this section apply to payments 
under title XIX of the Social Security Act 
for calendar quarters beginning on or after 
July 1, 1987, without regard to whether or 
not final regulations to carry out such 
amendments have been promulgated by 
such date. 
SEC. 4604. MEDICAID ELIGIBILITY FOR QUALIFIED 

SEVERELY IMPAIRED INDIVIDUALS. 
(a) As CATEGORICALLY NEEDY.-Section 

1902(a)(10)(A)(i)(ll) of the Social Security 
Act <42 U.S.C. 1396a<a><lO><A><D<II» is 
amended by inserting "or who are qualified 
severely impaired individuals <as defined in 
section 1905(q))" after "title XVI". 

(b) DESCRIPTION OF QUALIFIED SEVERELY 
IMPAIRED INDIVIDUALS.-Section 1905 of SUCh 
Act <42 U.S.C. 1396d), as amended by section 
4603Cb) of this subtitle, is amended by 
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adding at the end the following new subsec
tion: 

" <q> The term 'qualified severely impaired 
individual' means an individual under age 
65-

" (1) who received <A> a payment of sup
plemental security income benefits under 
section 1611<b> on the basis of blindness or 
disability, <B> a supplementary payment 
under section 1616 of this Act or under sec
tion 212 of Public Law 93-66 on such basis, 
<C> a payment of monthly benefits under 
section 1619(a), or <D> a supplementary pay
ment under section 1616<c><3>. and 

"(2) for so long as the Secretary deter
mines that-

"<A> the individual continues to be blind 
or continues to have the disabling physical 
or mental impairment on the basis of which 
he was found to be under a disability and, 
except for his earnings, continues to meet 
all non-disability-related requirements for 
eligibility for benefits under title XVI, 

" (B) the income of such individual would 
not, except for his earnings, be equal to or 
in excess of the amount which would cause 
him to be ineligible for payments under sec
tion 161l<b) (if he were otherwise eligible 
for such payments), 

"(C) the lack of eligibility for benefits 
under this title would seriously inhibit his 
ability to continue or obtain employment, 
and 

" <D> the individual's earnings are not suf
ficient to allow him to provide for himself a 
reasonable equivalent of the benefits under 
title XVI and this title and attendant care 
paid for under title XX which would be 
available to him in the absence of such 
earnings.". 

(C) EFFECTIVE DATE.-<1) The amendments 
made by this section apply <except as pro
vided under paragraph <2)) to payments 
under title XIX of the Social Security Act 
for calendar quarters beginning on or after 
July 1, 1987, without regard to whether reg
ulations to implement such amendments are 
promulgated by such date. 

(2) In the case of a State plan for medical 
assistance under title XIX of the Social Se
curity Act which the Secretary of Health 
and Human Services determines requires 
State legislation <other than legislation ap
propriating funds> in order for the plan to 
meet the additional requirements imposed 
by the amendments made by this section, 
the State plan shall not be regarded as fail
ing to comply with the requirements of such 
title solely on the basis of its failure to meet 
these additional requirements before the 
first day of the first calendar quarter begin
ning after the close of the first regular ses
sion of the State legislature that begins 
after the date of the enactment of this Act. 
SEC. 4605. CLARIFICATION OF ELIGIBILITY OF 

HOMELESS INDIVIDUALS. 
Section 1902(b)(2) of the Social Security 

Act <42 U.S.C. 1396a(b)(2)) is amended by 
inserting before the semicolon the follow
ing: ", regardless of whether or not the resi
dence is maintained permanently or at a 
fixed address". 
SEC. 4606. TREATMENT OF INCOME AND RE

SOURCES REQUIRED TO BE PAID 
UNDER SPOUSAL AND CHILD SUPPORT 
ORDERS. 

(a) IN GENERAL.-Section 1902 of the 
Social Security Act (42 U.S.C. 1396a), as 
amended by sections 460l<b), 4602(a)(2), and 
4603(e) of this part, is further amended by 
adding at the end the following new subsec
tion: 

" (o) In applying subsection <a><17> and 
notwithstanding any provision in that sub-

section to the contrary, in determining the 
income and resources of an individual who 
is in an institution, the individual shall not 
be considered to have available to him or 
her income or resources which are required 
to be paid under court order for the support 
of the individual's spouse or child.". 

(b) EFFECTIVE DATE.-(1) Subject to para
graph (2), the amendment made by subsec
tion <a> shall apply to medical assistance 
furnished on or after the date of the enact
ment of this Act, without regard to whether 
or not regulations to implement such 
amendment is promulgated before such 
date. 

(2) Such amendment shall only apply to 
States the policy or practice of which <as of 
July 22, 1986, and without regard to wheth
er or not such policy or practice has been 
approved by the Health Care Financing Ad
ministration) is consistent with section 
1902<o> of the Social Security Act <as added 
by such amendment>. 
SEC. -1607. PAYMENT FOR ALIENS UNDER MEDIC

AID. 
(a) IN GENERAL.-Section 1903(i) of the 

Social Security Act <42 U.S.C. 1396b(i)) is 
amended-

< 1 > by striking the period at the end of 
paragraph (7) and inserting " ; or", and 

<2> by adding at the end the following new 
paragraph: 

" (8) for medical assistance furnished to an 
alien who is not lawfully admitted for per
manent residence or permanently residing 
in the United States under color of law.". 

(b) CONFORMING AMENDMENT.-Section 
1902<a> of such Act (42 U.S.C. 1396a(a)) is 
amended by adding at the end the follow
ing: "Notwithstanding paragraph <10) or 
any other provision of this subsection, noth
ing in this title shall be construed as requir
ing a State plan to provide medical assist
ance with respect to an alien who is not law
fully admitted for permanent residence or 
otherwise permanently residing in the 
United States under color of law.". 

(C) EFFECTIVE DATE.-The amendments 
made by subsection <a> shall apply to medi
cal assistance furnished to aliens on or after 
January 1, 1987. The amendment made by 
subsection (b) shall apply to medical assist
ance furnished to individuals on and after 
the date of the enactment of this Act. 

PART 2-PROVISION OF SERVICES UNDER 
WAIVER AUTHORITY 

SEC. 4611. PERMITTING STATES TO OFFER HOME 
AND COMMUNITY-BASED SERVICES 
TO LOW-INCOME INDIVIDUALS WITH 
ACQUIRED IMMUNE DEFICIENCY SYN
DROME <AIDSJ OR WITH AIDS-RELAT
ED CONDITIONS. 

(a) PERMITTING HOSPITAL LEVEL OF CARE.
Section 1915<c><l> of the Social Security Act 
<42 U.S.C. 1396n(c)(l)), as amended by sec
tion 9502(b)(l) of the Consolidated Omni
bus Budget Reconciliation Act of 1985, is 
amended by inserting before the period the 
following: "or because they have been diag
nosed as having acquired immune deficiency 
syndrome <AIDS> or AIDS-related condi
tions the cost of treatment with respect to 
which is reimbursed under the State plan". 

(b) COMPUTING EXPENDITURES FOR CERTAIN 
PATIENTS WITH AIDS OR AIDS-RELATED CON
DITIONS.-Section 1915(c)(7) of such Act, as 
added by section 9502(d) of the Consolidat
ed Omnibus Budget Reconciliation Act of 
1985, is amended-

(!) by inserting "(A)'' after "(7)" , and 
(2) by adding at the end the following new 

subparagraph: 
"(B) In making estimates under para

graph <2><D> in the case of a waiver which 

applies only to individuals witl1 acquired 
immune deficiency syndrome <AIDS>. or 
with AIDS-related conditions, or with 
either, who ace inpatients in hospitals or in 
skilled nursing or intermediate care facili
ties, the State may determine the average 
per capita expenditure which would have 
been made in a fiscal year for those individ
uals under the State plan separately from 
the expenditure for other individuals who 
are inpatients of those respective facilities." 

(C) PROVIDING CASE MANAGEMENT SERVICES 
TO PATIENTS WITH AIDS AND AIDS-RELATED 
CONDITIONS.- Section 1915(g)(l) of such 
Act, as added by section 9508<a> of the Con
solidated Omnibus Budget Reconciliation 
Act of 1985, is amended by adding at the 
end the following: "A State may limit the 
provision of case management services 
under this subsection to individuals with ac
quired immune deficiency syndrome 
<AIDS), or with AIDS-related conditions, or 
with either." 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall apply to applica
tions for waivers <or renewals thereof) ap
proved on or after the date of the enact
ment of this Act. 
SEC. 4612. PERMITTING STATES TO OFFER HOME 

AND COMMUNITY-BASED SERVICES 
TO LOW-INCOME INDIVIDUALS WITH 
CHRONIC MENTAL ILLNESS. 

(a) PERMITTING HOSPITAL LEVEL OF CARE.
Section 1915(c)(l) of the Social Security Act 
<42 U.S.C. 1396n(c)<l)), as amended by sec
tion 9502<b><l> of the Consolidated Omni
bus Budget Reconciliation Act of 1985, is 
amended by inserting before the period the 
following: "or because they have chronic 
mental illness the cost of treatment with re
spect to which is reimbursed under the 
State plan". 

(b) WAIVER OF COMPARABILITY REQUIRE
MENT.-The first sentence of section 
1915(c)(3) of such Act is amended by strik
ing all that follows "statewideness)" and in
serting "and section 1902(a)(10)(B) <relating 
to comparability of medical assistance).". 

(C) COMPUTING EXPENDITURES FOR CERTAIN 
PATIENTS WITH CHRONIC MENTAL ILLNESS.
Section 1915<c><7> of such Act, as added by 
section 9502(d) of the Consolidated Omni
bus Budget Reconciliation Act of 1985 and 
as amended by section 46011<b> of this sub
title, is amended by adding at the end the 
following new subparagraph: 

" (C) In making estimates under para
graph (2)(D) in the case of a waiver which 
applies only to individuals with chronic 
mental illness, who are inpatients in hospi
tals or in skilled nursing or intermediate 
care facilities, the State may determine the 
average per capita expenditure which would 
have been made in a fiscal year for those in
dividuals under the State plan separately 
from the expenditure for other individuals 
who are inpatients of those respective facili
ties.". 

(d) PROVIDING CASE MANAGEMENT SERVICES 
TO PATIENTS WITH CHRONIC MENTAL ILL
NESS.-Section 1915(g)(l) of such Act, as 
added by section 9508<a> of the Consolidat
ed Omnibus Budget Reconciliation Act of 
1985 and as amended by section 46011<c) of 
this subtitle, is amended by adding at the 
end the following: "A State may limit the 
provision of case management services 
under this subsection to individuals with 
chronic mental illness.". 

(e) PROVIDING CERTAIN OTHER SERVICES TO 
PATIENTS WITH CHRONIC MENTAL ILLNESS.
Section 1915<c><4><B> of such Act is amend
ed by inserting before the period at the end 
the following: "and for day treatment or 
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other partial hospitalization services, psy
chosocial rehabilitation services, and clinic 
services <whether or not furnished in a facil
ity> for individuals with chronic mental ill
ness". 

(f) EFFECTIVE DATE.-The amendments 
made by this section shall apply to applica
tions for waivers (or renewals thereof> ap
proved on or after the date of the enact
ment of this Act. 
SJoX. 4613. WAIVI-:R A THORITY Jo"OR Tm: CHRON

ICALLY MENTALLY ILL HEMONSTRA
TION PRO(;RAM. 

(a) IN GENERAL.-The Secretary of Health 
and Human Services may, in accordance 
with this section, waive certain provisions of 
title XIX of the Social Security Act in order 
to allow States to implement demonstration 
programs to improve the continuity, quality, 
and cost-effectiveness of mental health serv
ices available to chronically mentally ill 
medicaid beneficiaries. 

(b) CONDITIONS OF WAIVER.-A waiver 
shall be granted under this subsection with 
respect to a demonstration program only 
if-

0) the demonstration program is receiv
ing funding from the Robert Wood Johnson 
Foundation and the Department of Housing 
and Urban Development under their "Pro
gram for the Chronically Mentally Ill", 

<2> the State provides assurances satisfac
tory to the Secretary that under such 
waiver-

< A> the average per capita expenditure es
timated by the State in any fiscal year for 
medical assistance for mental health serv
ices provided with respect to individuals cov
ered under the program does not exceed 100 
percent of the average per capita expendi
ture that the State reasonably estimates 
would have been made in that fiscal year for 
expenditures under the State plan for such 
services for such individuals if the waiver 
had not been granted, and 

<B> there will be no reduction or limita
tion in benefits to a medicaid beneficiary 
under the program. 

(C) PROVISIONS THAT CAN BE WAIVED.
The authority under this section extends 
only to the following, as they relate to the 
provision of mental health services: 

< 1 > A waiver of the requirements of sec
tions 1902<a>O>. 1902<a>OO><B>. 1902<a><23), 
and 1902<a><30> and clauses (i) and (ii) of 
section 1903<m><2> of the Social Security 
Act. 

(2) Including as "medical assistance" 
under the State plan case management serv
ices with respect to mentally ill patients, ha
bilitation services <as defined in section 
1915(c)(5) of such Act>. day treatment or 
other partial hospitalization services, resi
dential services <other than room and 
board), psychosocial rehabilitation services, 
clinic services (whether or not furnished in 
a facility), and such other services as the 
State may request and the Secretary may 
approve for individuals covered under the 
demonstration project. 

(d) DURATION OF WAIVER.-0) A waiver 
under this section shall be for an initial 
term of three years which may be extended 
for an additional two-year term. The re
quest of a State for extension of such a 
waiver shall be deemed granted unless the 
Secretary denies such request in writing 
within 90 days after the date of its submis
sion to the Secretary. 

(2) The authority to approve a waiver 
under this section extends only during the 
five-year period beginning on October 1, 
1986. 

(d) INCORPORATION OF CERTAIN PR.OVI
SIONS.-Subsections (c)(6) and (e)(l) of sec-

tion 1915 of the Social Security Act shall 
apply to a waiver under this section in the 
same manner as they apply to a waiver 
under that section. 

<e> REPORT.-The Secretary shall report, 
not later than January 1, 1993, to Congress 
on the cost. accessibility, utilization, and 
quality of services provided under waivers 
granted under this section. 

(f) WAIVER OF PAPERWORK REDUCTION.
Chapter 35 of title 44, United States Code, 
shall not apply to information required for 
purposes of carrying out this section and 
implementing the amendments made by 
this part. 
SEC. 4614. CONTIN ATION OF' "CASE-MANAGED 

MEDICAL CARE FOR NURSING HOME 
PATIENTS" DEMONSTRATION 
PROJECT. 

(a) APPROVAL OF APPLICATION.-The Secre
tary of Health and Human Services shall 
approve any application for a waiver of any 
requirement of title XVIII or XIX of the 
Social Security Act necessary to provide for 
continuation, from July 1, 1987, through 
June 30, 1989, of the "Case-Managed Medi
cal Care for Nursing Home Patients" dem
onstration project < #95-P-98346/1-01) car
ried out pursuant to section 222 of the 
Social Security Amendments of 1972, sec
tion 402 of the Social Security Amendments 
of 1967, and section 1115 of the Social Secu
rity Act by the Department of Public Wel
fare, Commonwealth of Massachusetts. 

(b) TERMS AND CONDITIONS.-The Secre
tary's approval of an application <or renewal 
of an application> under subsection <a> shall 
be on the same terms and conditions as ap
plied to the demonstration project on July 
1, 1986. 

PART 3-P A YMENTS 
SEC. 4621. HOLDING STATES HARMLESS IN FISCAL 

YEAR 1987 AGAINST A DECREASE IN 
THE FEilERAL MEDICAL ASSISTANCE 
PERCENTAGE. 

<a> IN GENERAL.-Section 9528 of the Con
solidated Omnibus Budget Reconciliation 
Act of 1985 is amended by adding at the end 
the following new subsection: 

"(c) HOLD HARMLESS PR.OVISION.-Notwith
standing subsection (b), for calendar quar
ters occurring during fiscal year 1987 and 
only for purposes of making payment to a 
State under section 1903 of the Social Secu
rity i:.ct, the amendments made by subsec
tion <a> shall not apply to a State if the 
effect of the applying the amendments 
would be to reduce the amount of payment 
made to the State under that section.". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection <a> shall be effective as 
though it had been included in the Consoli
dated Omnibus Budget Reconciliation Act 
of 1985 at the time of its enactment. 
PART 4-0THER QUALITY AND EFFICIENCY 

MEASURES 
SEC. 4631. INDEPENDENT Q ALITY REVLEW OF 

HMO SERVICES. 
(a) IN GENERAL.-Section 1902(a)(30) of 

the Social Security Act <42 U.S.C 
1396a(a)(30)) is amended by adding at the 
end the following new subparagraph: 

"(C) provide a utilization and quality con
trol peer review organization <under part B 
of title XI> or a private accreditation body 
to conduct (on an annual basis) an inde
pendent, external review of the quality of 
services furnished under each contract 
under section 1903(m), with the results of 
such review made available to the State and, 
upon request, to the Secretary, the Inspec
tor General in the Department of Health 
and Human Services, and the Comptroller 
General;". 

(b) CoNFORMING AMENDMENTs.-0) Section 
1902<d> of such Act <42 U.S.C. 1396a(d)) is 
amended by inserting "(including quality 
review functions described in subsection 
<a><30)(C))" after "medical or utilization 
review functions". 

<2> Section 1903<a><3><C> of such Act <42 
U.S.C. 1396b(a)(3)(C)) is amended by insert
ing "or quality review" after "medical and 
utilization review". 

(C) EFFECTIVE DATE.-The amendments 
made by this section apply to payments 
under title XIX of the Social Security Act 
for calendar quarters beginning on or after 
July 1, 1987, without regard to whether or 
not final regulations to carry out such 
amendments have been promulgated by 
such date. 
SEC. 4632. CLARIFICATION OF FLEXIBILITY OF 

STATE UTILIZATION REVIEW SYS
TEMS. 

(a) IN GENERAL.-8ection 1902<h> of the 
Social Security Act, as inserted by the 
amendment made by section 4633(a) of this 
subtitle, is further amended by inserting 
"0)" after "(h)" and by adding at the end 
the following new paragraph: 

"(2) Nothing in this title <including sub
sections <a><4> and (a)(30) of this section) 
shall be construed as authorizing the Secre
tary to require that States operate second 
surgical opinion programs or inpatient hos
pital preadmission review programs.". 

(b) REPORT.-0) The Secretary of Health 
and Human Services shall report to Con
gress, by not later than January 1. 1992, for 
each State in a representative sample of 
States-

< A> the identity of those procedures which 
are high volume or high cost procedures 
among patients who are covered under the 
State medicaid plan, 

<B> the payment rates under those plans 
for such procedures, and the aggregate 
annual payment amounts made under such 
plans for such procedures <including the 
Federal share of such payment amounts), 

<C> the extent of geographic variation in 
the rate of performance of such procedures 
for small areas within each State and 
among such States, 

<D> the rate at which each such procedure 
is performed on medicaid patients compared 
to the rate at which such procedure is per
formed on privately insured patients, and 

<E> with respect to each such procedure, 
the number of board certified or board eligi
ble physicians in the State who (i) now per
form the procedure, and (ii) are willing to 
provide second opinions <of the type de
scribed in section 1164 of the Social Security 
Act> for the procedure at prevailing pay
ment rates under the State medicaid plan. 

<2> Such report shall also include a list of 
those surgical procedures which the Secre
tary believes meet the following criteria and 
for which a mandatory second opinion pro
gram under medicaid plans may be appro
priate: 

<A> The procedure is one which generally 
can be postponed without undue risk to the 
patient. 

<B> The procedure is a high volume proce
dure among patients who are covered under 
State medicaid plans or is a high cost proce
dure. 

<C> The procedure has a comparatively 
high rate of nonconfirmation upon exami
nation by another qualified physician, there 
is substantial geographic variation in the 
rates of performance of the procedure, or 
there are other reasons why requiring 
second opinions for 100 percent of such pro
cedures would be cost effective. 
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<3> Such report shall also include an iden

tification of those underutilized, medically 
necessary, diagnostic and treatment proce
dures and services for which-

<A> a failure to furnish could have an ad
verse effect on health status, and 

<B> the rate of utilization by medicaid 
beneficiaries is significantly less than the 
rate for comparable, age-adjusted popula
tions. 

<4> In this subsection, the term ·•medicaid 
plan" means a State plan approved under 
title XIX of the Social Security Act. 
SEC. 4633. CLARU' ICATION OF FLEXIBILITY FOR 

STATE MEDICAID PAYMfo;NT SYSTEMS 
FOR INPATIENT SERVICES. 

<a> IN GENERAL.-Section 2173 of the Om
nibus Budget Reconciliation Act of 1981 
<Public Law 97-35, 95 Stat. 809) is amended 
by adding at the end the following new sub
section: 

" (d) Section 1902 of such Act is further 
amended by inserting before subsection (i) 
the following new subsection: 

" '(h) Nothing in this title <including sub
sections (a)(13) and <a><30) of this section) 
shall be construed as authorizing the Secre
tary to limit the amount of payment that 
may be made under a plan under this title 
with respect to inpatient hospital services, 
skilled nursing facility services, or interme
diate care facility services, including any 
such limitation relating to the amount that 
can reasonably be estimated would have 
been paid for such services under the reim
bursement principles applicable under title 
XVIII.'. ". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection <a> Act shall apply as 
though it was included in the enactment of 
the Omnibus Budget Reconciliation Act of 
1981 <Public Law 97-35). 
SEC. 4634. FINANCIAL DISCLOSURE REQUIREMENTS 

FOR HMOS. 
(b) DISCLOSURE OF INTERLOCKING RELA

TIONSHIPS.-Section 1903(m) of the Social 
Security Act <42 U.S.C. 1396b(m)) is amend
ed-

<1> in paragraph (2)(A)-
<A> by striking "and" at the end of clause 

(Vi>, 
<B> by striking the period at the end of 

clause <vii> and inserting " , and", and 
<C> by adding after clause <vii> the follow

ing new clause: 
" (viii) such contract provides for disclo

sure of information in accordance with sec
tion 1124 and paragraph (4) of this subsec
tion."; and 

(2) by adding at the end the following new 
paragraph: . 

" <4><A> Each health maintenance organi
zation which is not a qualified health main
tenance organization <as defined in section 
1310(d) of the Public Health Service Act> 
must report to the State and, upon request, 
to the Secretary, the Inspector General of 
the Department of Health and Human Serv
ices, and the Comptroller General a descrip
tion of transactions between the organiza
tion and a party in interest <as defined in 
section 1318<b> of such Act>. including the 
following transactions: 

" (i) Any sale or exchange, or leasing of 
any property between the organization and 
such a party. 

"(ii) Any furnishing for consideration of 
goods, services <including management serv
ices), or facilities between the organization 
and such a party, but not including salaries 
paid to employees for services provided in 
the normal course of their employment. 

"(iii) Any lending of money or other ex
tension of credit between the organization 
and such a party. 

The State or Secretary may require that in
formation reported respecting an organiza
tion which controls, or is controlled by, or is 
under common control with, another entity 
be in the form of a consolidated financial 
statement for the organization and such 
entity. 

" <B> Each organization shall make the in
formation reported pursuant to subpara
graph <A> available to its enrollees upon 
reasonable request.". 

(b) APPROVAL OF CONTRACTUAL EXPENDI
TURES BY HHS.-Section 1903(m)(2){A)(iii) 
of the Social Security Act <42 U.S.C. 
1396b<m><2><A><iiD is amended by inserting 
before the semicolon the following: "and 
under which the Secretary must provide 
prior approval for contracts providing for 
expenditures in excess of $100,000". 

(C) EFFECTIVE DATES.-<1) The amend
ments made by subsection (a) shall take 
effect 6 months after the date of the enact
ment of this Act. 

(2) The amendment made by subsection 
(b) shall take effect on the date of the en
actment of this Act and shall apply to con
tracts entered into, renewed, or extended 
after the end of the 30-day period beginning 
on the date of the enactment of this Act. 
SEC. 4635. DELEGATION TO INSPECTOR GENERAL 

OF AUTHORITY OVER STATE MEDIC
AID FRAUD CONTROL UNITS. 

Section 1903(q) of the Social Security Act 
<42 U.S.C. 1396b(q)) is amended by adding 
at the end the following new sentence: 
"The Secretary shall provide <or continue to 
provide) for the delegation of the Secre
tary's authority under this subsection to the 
Inspector General in the Department of 
Health and Human Services.". 
SEC. 4636. COBRA TECHNICAL CORRECTIONS AND 

CLARIFICATIONS RELATING TO THE 
MEDICAID PROGRAM. 

<a><l> Section 1905(a) of the Social Securi
ty Act <42 U.S.C. 1395d(a)) is amended-

<A> by striking "and" at the end of para
graph <18), 

<B> by redesignating paragraph <19) as 
paragraph (20), and 

<C> by inserting after paragraph <18> the 
following new paragraph: 

" (19) case-management services <as de
fined in section 1915(g)(2)); and". 

(2) Section 1902(j) of such Act (42 U.S.C. 
1396a(j)), as amended by section 9505(d){l) 
of the Consolidated Omnibus Budget Rec
onciliation Act of 1985, is amended by strik
ing "{19)" and inserting " <20>" . 

(3) Section 1902<a><lO><C><iv> of such Act 
(42 U.S.C. 1396a<a><lO><C><iv)), as amended 
by section 9505(d)(2) of the Consolidated 
Omnibus Budget Reconciliation Act of 1985, 
is amended by striking " through <18)" and 
inserting "through <19)" . 

(b) Section 1902<a><l3><D> of the Social 
Security Act <42 U.S.C. 1396a<a><l3><D». as 
inserted by section 9505(c){l)(C) of the Con
solidated Omnibus Budget Reconciliation 
Act of 1985 and as amended and redesignat
ed by paragraphs (2) and (3) of section 
9509<a> of such Act, is amended by adding 
"and" at the end. 

<c> Section 9506 of the Consolidated Om
nibus Budget Reconciliation Act of 1985 is 
amended by adding at the end the following 
new subsection: 

" (c) ExcEPTION.-The amendment made 
by subsection <a> shall not apply to any 
trust or initial trust decree established prior 
to April 7, 1986, solely for the benefit of a 
mentally retarded individual who resides in 
an intermediate care facility for the mental
ly retarded.". 

<d> Section 1903<m><2><F> of the Social Se
curity Act <42 U.S.C. 1396b<m><2><F». as 

amended by section 9517(a)<2><A> of the 
Consolidated Omnibus Budget Reconcilia
tion Act of 1985, is amended by striking " in 
the case" and inserting "In the case". 

(e) Section 9517<c><2> of the Consolidated 
Omnibus Budget Reconciliation Act of 1985 
is amended-

< 1 > in subparagraph <A>. by adding at the 
end the following: "For purposes of this 
paragraph, a health insuring organization is 
not considered to be operational until the 
date on which it first enrolls patients."; 

(2) in subparagraph (B), by striking "(iv)'' 
and inserting "(vi)"; and 

(3) by adding at the end the following new 
subparagraph: 

" <C> In the case of the Hartford Health 
Network, Inc., clauses (ii) and (vi) of section 
1903<m><2><A> of the Social Security Act 
shall not apply during the period for which 
a waiver by the Secretary of Health and 
Human Services, under section 1915(b) of 
such Act, of certain requirements of section 
1902 of such Act is in effect (pursuant to a 
request for a waiver under section 1915<b> of 
such Act submitted before January 1, 
1986).". 

<0 Section 1919<c> of the Social Security 
Act <42 U.S.C. 1396r(c)), as added by section 
9516(a) of the Consolidated Omnibus 
Budget Reconciliation Act of 1985, is 
amended-

(!) by striking "and" at the end of para
graph (6), 

<2> by striking the period at the end of 
paragraph <7> and inserting"; and" , and 

(3) by adding at the end the following new 
paragraph: 

" (8) assure that the existing facility con
tinues to provide active treatment <de
scribed in section 1905(d)(2)) to the remain
ing residents during the phase-out period.". 

(g) Section 1920(a) of the Social Security 
Act <42 U.S.C. 1396s(a)), as added by section 
9526 of the Consolidated Omnibus Budget 
Reconciliation Act of 1985, is amended-

< 1) in paragraph ( 1 )-
<A> by redesignating subparagraphs {B) 

and <C> as subparagraphs (C) and <D>. re
spectively, and 

<B> by inserting after "-(A)" the follow
ing: "Section 402(a)(32) of this Act <relating 
to individuals who are deemed recipients of 
aid but for whom a payment is not made). 

" (B)"; 
(2) in paragraph {2)-
<A> by inserting " (A)" after the dash, and 
<B> by adding at the end the following 

new subparagraph: 
" <B) Section 1634<b> of this Act <relating 

to preservation of benefit status for disabled 
widows and widowers who lost SSI benefits 
because of 1983 changes in actuarial reduc
tion formula)."; and 

<3> in paragraph (3), by striking "Section 
473(b)" and inserting "Sections 472(h) and 
473(b)". 

<h> Section 9528<a> of the Consolidated 
Omnibus Budget Reconciliation Act of 1985 
is amended by striking "110l{a)(8)(P)'' and 
inserting "110l<a)(8)(B)''. 

(i) The amendments made by this section 
shall be effective as if included in the enact
ment of the Consolidated Omnibus Budget 
Reconciliation Act of 1985. 
SEC. 4637. PAYMENT FOR CERTAIN LONG-TERM 

CARE PATlENTS IN HOSPITALS. 

<a> IN GENERAL.-In the case of a State 
which received a waiver under the authority 
of section 402(b) of the Social Security 
Amendments of 1967 with respect to pay
ment methodology for inpatient hospital 
services under title XVIII and XIX of the 
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Social Security Act during the 3-year period 
beginning January 1, 1983, notwithstanding 
section 1902(a)(13> of such Act, the State 
may pay under title XIX of such Act for 
hospital patients receiving services at an in
appropriate level of care at the rate for hos
pital patients receiving an appropriate level 
of care if the Secretary of Health and 
Human Services determines that a suffi
cient number of hospital beds have been de
certified in the State to reduce the pay
ments to hospitals under such title in the 
State by an amount equal to or greater than 
the amount by which payments to hospitals 
under such title in such State will increase 
as a result of the payment of such higher 
rates for patients receiving inappropriate 
levels of care. 

(b) EFFECTIVE PERIOD.-Subsection (a) 
shall apply to payments for services fur
nished during the 3-year period beginning 
January 1, 1986, after the date the Secre
tary makes the determination described in 
that subsection. 

PART 5-MATERNAL AND CHILD HEALTH 

SEC. -&6-U . Al'THORIZATION OF Al>DITIONAL Fl NOS. 

(a) ADDITIONAL FuNDS.-Section 501 Of the 
Social Security Act (42 U.S.C. 701) is amend
ed by striking "$478,000,000 for fiscal year 
1984" and inserting "$553,000,000 for fiscal 
year 1987, $557,000,000 for fiscal year 1988, 
and $561,000,000 for fiscal year 1989". 

(b) SET-ASIDE FOR NEWBORN GENETIC DIS
ORDERS.-Section 502<a>O> of such Act <42 
U.S.C. 702(a)( 1>> is amended-

(!) by inserting "(A)" after "(a)(l)", and 
<2> by adding at the end the following new 

subparagraph: 
"<B> Of the amount appropriated under 

section 50Ha>. the Secretary shall also 
retain $7,000,000 in fiscal year 1987, 
$7,500,000 in fiscal year 1988, and $8,000,000 
in fiscal year 1989 for the purpose of carry
ing out <through grants, contracts, or other
wise> projects for the screening of newborns 
for sickle-cell anemia and other genetic dis
orders.". 
SEC. 46-&2. MATERNAL AND CHILD HEALTH AND 

ADOPTION CLEARINGHOUSE. 

The Secretary of Health and Human Serv
ices shall establish, either directly or by 
grant or contract, a National Adoption In
formation Clearinghouse. The Clearing
house shall-

(1) collect, compile, and maintain data and 
information obtained from studies, re
search, and reports by public and private 
agencies, institutions, or individuals con
cerning all aspects of infant adoption and 
adoption of children with special needs; 

(2) compile, maintain, and periodically 
revise directories of information concern
ing-

<A> crisis pregnancy centers, 
<B> shelters and residences for pregnant 

women, 
<C> training programs on adoption, 
<D> educational prograxns on adoption, 
<E> licensed adoption agencies, 
<F> State laws relating to adoption, 
<G> intercountry adoption, 
<H> statistics on adoption, and 
<D any other information relating to 

adoption for pregnant women, infertile cou
ples, adoptive parents, unmarried individ
uals who want to adopt children, individuals 
who have been adopted, birth parents who 
have placed a child for adoption, adoption 
agencies, social workers, counselors, . or 
other individuals who work in the adoptiOn 
field; and 

(3) disseminate the most current and com
plete information regarding adoption, in-

eluding directories compiled, maintained, 
and revised pursuant to paragraph <2>. 
TITLE V-HOUSE COMMITTEE ON INTERIOR 

AND INSULAR AFJo,AIRS 
SJo;c. riOOI. NUCLEAR RJo;GULATORY COMMISSION 

ANNUAL CHAR<:Jo;s. 

(a) IN GENERAL.-
(!) Beginning with fiscal year 1987, the 

Nuclear Regulatory Commission shall assess 
and collect an annual charge from each 
person described in paragraph <2> in an 
amount equal to $750 per million watts of 
the rated thermal capacity of the utilization 
facility operated by such person. 

<2> A person described in paragraph (1) is 
any person-

<A> who, on the last day of a fiscal year, 
holds a license issued under section 103 or 
104 b. of the Atomic Energy Act of 1954 (42 
U.S.C. 2133, 2134<b>> that authorizes the 
person to operate a utilization facility with 
a rated thermal capacity in excess of 
50,000,000 watts; or 

<B> whose authority to operate under such 
a license is in suspension <but has not been 
revoked) on the last day of the fiscal year. 

(b) EXEMPTION FROM CERTAIN CHARGES.
Any person who is assessed an annual 
charge under this section shall be exempt 
from any assessment of charges under sec
tion 9701 of title 31, United States Code, 
other than charges for the costs incurred by 
the Commission in processing the applica
tion of such person for an operating license. 

<c> UsE OF FuNns.-Amounts collected 
under this section shall be deposited in the 
general fund of the Treasury to reimburse 
the United States for amounts appropriated 
for use by the Nuclear Regulatory Commis
sion in carrying out its functions. 

(d) REPEAL.-Title VII of the Consolidated 
Omnibus Budget Reconciliation Act of 1985 
<Public Law 99-272) is amended by striking 
subtitle G. 
SEC. 5002. ABANDONED MINE RECLAMATION RE

EARCH AND DEVELOPMENT. 

After the enactment of this Act, the re
search and demonstration authorities of the 
Department of the Interior under the provi
sions of section 40Hc><6> of the Surface 
Mining Control and Reclamation Act of 
1977 <P.L. 95-87) shall be transferred to, and 
carried out by, the Director of the Bureau 
of Mines. Research and demonstration 
projects under such provision shall be se
lected by a panel appointed by the Director 
of the Bureau of Mines to be comprised of 9 
persons including 4 representatives of State 
abandoned mine reclamation prograxns, 4 
representatives of the Bureau of Mines and 
one representative of the Office of Surface 
Mining Reclamation and Enforcement. 

TITLE VI-HOUSE COMMITTEE ON 
MERCHANT MARINE AND FISHERIES 

Subtitle A-Ocean Dumping Application and 
Special Fees 

SEc. 6001. Section 104(b) of the Marine 
Protection, Research, and Sanctuaries Act 
of 1972 <33 U.S.C. 1414(b)) is amended to 
read as follows: 

"(b)(l) The Administrator or the Secre
tary, as the case may be, shall prescri~e by 
regulation and collect from the applicant, 
unless the applicant is a Federal agency, an 
application fee in an amount, not to exceed 
$10,000, that is commensurate with the rea
sonable administrative costs incurred or ex
pected to be incurred by the Administrator 
or Secretary in processing the permit. 

"(2) The Administrator shall prescribe by 
regulation, after opportunity for a hearing 
on the record, and collect a special fee for 
permits issued under section 102 to recover 

the costs incurred, or expected to be in
curred, in the undertaking of measures by 
Federal agencies to determine compliance 
with permit terms, and the undertaking of 
only the monitoring necessary to make a 
reasonable assessment of the direct effects 
on the marine environment caused by dis
posal activities carried out under the 
permit. Such fee shall be an amount which 
will not have a substantial adverse effect on 
the competitive prospects for commercial 
implementation of effective and efficient 
ocean-based waste destruction technologies 
that otherwise meet the requirements of 
law. 

" (3) The funds collected under paragraphs 
(1) and <2> shall be deposited as miscellane
ous receipts into the general fund of the 
Treasury." 

Subtitle B-Amendment of the Merchant Ship 
Sales Act of 1946 

SEc. 6101. Section 11 of the Merchant 
Ship Sales Act of 1946 <50 App. U.S.C. 1744> 
is amended to read as follows: 

"SEc. 11. <a> The Secretary of Transporta
tion shall maintain a National Defense Re
serve Fleet (including the Rearly Reserve 
Force or any component of that fleet> con
sisting of those vessels owned or acquired 
that the Secretary, after consultation with 
the Secretary of the Navy, determines are 
of value for national defense purposes and 
that the Secretary of Transpo::tation de
cides to place and maintain in the national 
defense reserve fleet. 

(b) Except as otherwise provided by law, a 
vessel in the national defense reserve fleet 
may be used only for an account of an 
agency of the United States government 
during a national emergency, proclaimed by 
the President, under a charter, contract, or 
other agreement arranged by the Secretary 
of Transportation.". 
Subtitle C-Amendments to the Merchant Marine 

Act of 1920 
SEc. 6201. Subsection D<a><5> of section 30 

of the Merchant Marine Act of 1920 (46 
App_ U.S.C. 922> is amended by inserting 
before "a State", the words " the United 
States,". 

SEc. 6202. Subsection L of section 30 of 
the Merchant Marine Act of 1920 <46 App. 
U.S.C. 952) is amended to read as follows: 

"Notwithstanding another law, the United 
States as mortgagee may enforce a pre
ferred mortgage lien in a suit in rem in ad
miralty under this Act. In a suit in rem in 
admiralty for the enforcement of the pre
ferred mortgage lien, the district court exer
cising admiralty jurisdiction may appoint a 
receiver and, in its discretion, authorize the 
receiver to operate the mortgaged vessel. 
When the United States is t he mortgagee, 
the court authorizing the receiver to oper
ate the mortgaged vessel shall order com
pensation to be paid to the United States 
for the use of the vesseL The marshal may 
be authorized and directed by the court to 
take possession of the mortgaged vessel not
withstanding the fact that the vessel is in 
the possession or under the control of a 
person claiming a possessory common-law 
lien.". 

SEc. 6203. When the United States is a 
mortgagee, section 6202 applies to an obli
gor that failed to make a payment on a 
guaranteed obligation after April 1, 1986, 
under title XI, Merchant Marine Act, 1936 
<46 App. U.S.C. 1271). 
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Subtitle D-Load Line and Tonnage 

Measurement User Fees 
SEc. 6301. Subtitle II of title 46, United 

States Code, is amended as follows: 
< 1 > The table of chapters at the beginning 

of the subtitle is amended by-
<A> striking "[PART C-RESERVED FOR LoAD 

LINES OF VESSELS]" and inserting-
"PART C-LoAD LINES OF VESSELS 

"51. Load lines ........................................ 5101"; 
and 

(B) striking "[PART J-RESERVED FOR 
MEASUREMENT OF VESSELS]" and inserting-

"PART J-MEASUREMENT OF VESSELS 
"141. General. ......................................... 14101 
"143. Convention measurement .......... 14301 
"145. Regulatory measurement .......... 14501 
"147. Penalties ........................................ 14701". 

<2> Immediately after part B. strike 
"[PART C-RESERVED FOR LoAD LINES OF VES
SELS]" and insert the following new part C: 

"PART C-LOAD LINES OF VESSELS 
"CHAPTER 51-LOAD LINES 

Sec. 
"5101. Definitions. 
"5102. Application. 
"5103. Load line requirements. 
"5104. Assignment of load lines. 
"5105. Load line surveys. 
"5106. Load line certificate. 
"5107. Delegation of authority. 
"5108. Special exemptions. 
"5109. Reciprocity for foreign vessels. 
"5ll0. Submersible vessels. 
"5111. Providing loading information. 
"5ll2. Loading restrictions. 
"5ll3. Detention of vessels. 
"5ll4. Use of Customs Service officers and 

employees for enforcement. 
"5ll5. Regulations. 
"5ll6. Penalties. 
"§ 5101. Definitions 

"In this chapter-
"(1) 'domestic voyage' means movement of 

a vessel between places in, or subject to the 
jurisdiction of, the United States, except 
movement between-

"<A> a place in a territory or possession of 
the United States or the Trust Territory of 
the Pacific Islands; and 

"<B> a place outside that territory, posses
sion, or Trust Territory. 

"(2) 'economic benefit of the overloading' 
means the amount obtained by multiplying 
the weight of the overload (in tons> by the 
lesser of-

"<A> the average freight rate value of a 
ton of the vessel's cargo for the voyage; or 

"<B> $50. 
"(3) 'existing vessel' means-
"<A> a vessel on a domestic voyage, the 

keel of which was laid, or that was at a simi
lar stage of construction, before January 1, 
1986;and 

"(B) a vessel on a foreign voyage, the keel 
of which was laid, or that was at a similar 
stage of construction, before July 21, 1968. 

"<4> 'freeboard' means the distance from 
the mark of the load line assigned under 
this chapter to the freeboard deck. 

"(5) 'freeboard deck' means the deck or 
other structure the Secretary prescribes by 
regulation. 

"(6) 'minimum safe freeboard' means the 
freeboard that the Secretary decides cannot 
be reduced safely without limiting the oper
ation of the vessel. 

"(7) 'weight of the overload' means the 
amount obtained by multiplying the 
number of inches that the vessel is sub
merged below the applicable assigned free-

board by the tons-an-inch immersion factor 
for the vessel at the assigned minimum safe 
freeboard. 
"§ 5102. Application 

"(a) Except as provided in subsection (b) 
of this section, this chapter applies to the 
following: 

"<1 > a vessel of the United States. 
"(2) a vessel on the navigable waters of 

the United States. 
"(3) a vessel-
"<A> owned by a citizen of the United 

States or a corporation established by or 
under the laws of the United States or a 
State; and 

"(B) not registered in a foreign country. 
"(4) a public vessel of the United States. 
"(5) a vessel otherwise subject to the juris-

diction of the United States. 
"(b) This chapter does not apply to the 

following: 
"(1) a vessel of war. 
"(2) a recreational vessel when operated 

only for pleasure. 
" (3) a fishing vessel. 
"(4) a fish processing vessel of not more 

than 5,000 gross tons that-
"(A)(i) was constructed as a fish process

ing vessel before August 16, 1974; or 
"(ii) was converted for use as a fish proc

essing vessel before January 1, 1983; and 
"<B> is not on a foreign voyage. 
"(5) a fish tender vessel of not more than 

500 gross tons that-
"<A><D was constructed, under construc

tion, or under contract to be constructed as 
a fish tender vessel before January 1, 1980; 
or 

"(ii) was converted for use as a fish tender 
vessel before January 1, 1983; and 

"(B) is not on a foreign voyage. 
"(6) a vessel of the United States on a do

mestic voyage that does not cross the 
Boundary Line, except a voyage on the 
Great Lakes. 

"(7) a vessel of less than 24 meters <79 
feet> overall in length. 

"(8) a public vessel of the United States 
on a domestic voyage. 

"(9) a vessel excluded from the applica
tion of this chapter by an international 
agreement to which the United States Gov
ernment is a party. 

" OO> an existing vessel of not more than 
150 gross tons that is on a domestic voyage. 

"<11> a small passenger vessel on a domes
tic voyage. 

"(c) On application by the owner and 
after a survey under section 5105 of this 
title, the Secretary may assign load lines for 
a vessel excluded from the application of 
this chapter under subsection (b) of this sec
tion. A vessel assigned load lines under this 
subsection is subject to this chapter until 
the surrender of its load line certificate and 
the removal of its load line marks. 

"(d) This chapter does not affect an inter
national agreement to which the Govern
ment is a party that is not in conflict with 
the International Convention on Load Lines 
currently in force for the United States. 
"§ 5103. Load line requirements 

"(a) A vessel may be operated only if the 
vessel has been assigned load lines. 

"(b) The owner, charterer, managing oper
ator, agent, master, and individual in charge 
of a vessel shall mark and maintain the load 
lines permanently and conspicuously in the 
way prescribed by the Secretary. 
"§ 5104. Assigl\l1\ent of load lines 

"(a) The Secretary shall assign load lines 
for a vessel so that they indicate the mini
mum safe freeboard to which the vessel may 

be loaded. However, if the owner requests, 
the Secretary may assign load lines that 
result in greater freeboard than the mini
mum safe freeboard. 

" (b) In assigning load lines for a vessel, 
the Secretary shall consider-

"( 1) the service, type, and character of the 
vessel; 

"(2) the geographic area in which the 
vessel will operate; and 

"(3) applicable international agreements 
to which the United States Government is a 
party. 

"(c) An existing vessel may retain its load 
lines assigned before January 1, 1986, unless 
the Secretary decides that a substantial 
change in the vessel after those load lines 
were assigned requires that new load lines 
be assigned under this chapter. 

"(d) The minimum freeboard of an exist
ing vessel may be reduced only if the vessel 
complies with every applicable provision of 
this chapter. 

"(e) The Secretary may designate by regu
lation specific geographic areas that have 
less severe weather or sea conditions and 
from which there is adequate time to return 
to available safe harbors. The Secretary 
may reduce the minimum freeboard of a 
vessel operating in these areas. 
"§ 5105. Load line surveys 

"(a) The Secretary may provide for 
annual, renewal, and other load line sur
veys. 

"(b) In conducting a load line survey, the 
Secretary shall consider whether-

"( 1 > the hull and fittings of the vessel
"<A> are adequate to protect the vessel 

from the sea; and 
"(B) meet other requirements the Secre

tary may prescribe by regulation; 
"(2) the strength of the hull is adequate 

for all loading conditions; 
"(3) the stability of the vessel is adequate 

for all loading conditions; 
"(4) the topsides of the vessel are ar

ranged and constructed to allow rapid over
board drainage of deck water in heavy 
weather; and 

"(5) the topsides of the vessel are ade
quate in design, arrangement, and equip
ment to protect crewmembers performing 
outside tasks necessary for safe operation of 
the vessel. 
"§ 5106. Load line certificate 

"(a) On finding that a load line survey of 
a vessel under this chapter is satisfactory 
and that the vessel's load lines are marked 
correctly, the Secretary shall issue the 
vessel a load line certificate and deliver it to 
the owner, master, or individual in charge of 
the vessel. 

"(b) The certificate shall be maintained as 
required by the Secretary. 
"§ 5107. Delegation of authority 

"(a) The Secretary shall delegate to the 
American Bureau of Shipping or other simi
larly qualified organizations the authority 
to assign load lines, survey vessels, deter
mine that load lines are marked correctly, 
and issue load line certificates under this 
chapter. 

"(b) Under regulations prescribed by the 
Secretary, a decision of an organization del
egated authority under subsection (a) of 
this section related to the assignment of a 
load line may be appealed to the Secretary. 

"(c) For a vessel intended to be engaged 
on a foreign voyage, the Secretary may dele
gate to another country that is a party to 
the International Convention on Load 
Lines, 1966, the authority to assign load 
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lines, survey vessels, determine that the 
load lines are marked correctly, and issue an 
International Load Line Certificate 0966). 

"(d) The Secretary may terminate a dele
gation made under this section after giving 
written notice to the organization. 
"§ 5108. Special exemptions 

"(a) The Secretary may exempt a vessel 
from any part of this chapter when-

"( 1) the vessel is entitled to an exemption 
under an international agreement to which 
the United States Government is a party; or 

"(2) under regulations <including regula
tions on special operations conditions> pre
scribed by the Secretary, the Secretary 
finds that good cause exists for granting an 
exemption. 

"(b) When the Secretary grants an exemp
tion under this section, the Secretary may 
issue a certificate of exemption stating the 
extent of the exemption. 

"(c) A certificate of exemption issued 
under subsection (b) of this section shall be 
maintained as required by the Secretary. 
"§ 5109. Reciprocity for foreign vessels 

"(a) When the Secretary finds that the 
laws and regulations of a foreign country re
lated to load lines ~re similar to those of 
this chapter and the regulations prescribed 
under this chapter, or when a foreign coun
try is a party to an international load line 
agreement to which the United States Gov
ernment is a party, the Secretary shall 
accept the load line marks and certificate of 
a vessel of that foreign country as comply
ing with this chapter and the regulations 
prescribed under this chapter. The Secre
tary may control the vessel as provided for 
in the applicable international agreement. 

"(b) Subsection <a> of this section does not 
apply to a vessel of a foreign country that 
does not recognize load lines assigned under 
this chapter. 
"§ 5110. Submersible vessels 

"Notwithstanding sections 5103-5105 of 
this title, the Secretary may prescribe regu
lations for submersible vessels to provide a 
minimum level of safety. In developing the 
regulations, the Secretary shall consider 
factors relevant to submersible vessels, in
cluding the structure, stability, and water
tight integrity of those vessels. 
"§ 5111. Providing loading information 

"The Secretary may prescribe regulations 
requiring the owner, charterer, managing 
operator, and agent of a vessel to provide 
loading information <including information 
on loading distribution, stability, and 
margin of strength) to the master or indi
vidual in charge of the vessel in a language 
the master or individual understands. 
"§ 5112. Loading restrictions 

"(a) A vessel may not be loaded in a way 
that submerges the assigned load line or the 
place at which the load line is required to be 
marked on the vessel. 

"(b) If the loading or stability conditions 
of a vessel change, the master or individual 
in charge of the vessel, before moving the 
vessel, shall record in the official logbook or 
other permanent record of the vessel-

"( 1) the position of the assigned load line 
relative to the water surface; and 

"(2) the draft of the vessel fore and aft. 
"(c) A vessel may be operated only if the 

loading distribution, stability, and margin of 
strength are adequate for the voyage or 
movement intended. 

"(d) Subsections <a> and (b) of this section 
do not apply to a submersible vessel. 

"§ 5113. Detention of vessels 
"(a) When the Secretary believes that a 

vessel is about to leave a place in the United 
States in violation of this chapter or a regu
lation prescribed under this chapter, the 
Secretary may detain the vessel by giving 
notice to the owner, charterer, managing 
operator, agent, master, or individual in 
charge of the vessel. 

"(b) A detained vessel may be cleared 
under section 4197 of the Revised Statutes 
<46 App. U.S.C. 91) only after the violation 
has been corrected. If the vessel was cleared 
before being detained, the clearance shall be 
withdrawn. 

"(c) Under regulations prescribed by the 
Secretary, the owner, charterer, managing 
operator, agent, master, or individual in 
charge of a detained vessel may petition the 
Secretary to review the detention order. 

"(d) After reviewing a petition, the Secre
tary may affirm, withdraw, or change the 
detention order. Before acting on the peti
tion, the Secretary may require any inde
pendent survey that may be necessary to de
termine the condition of the vessel. 

"(e) The owner of a vessel is liable for the 
cost incident to a petition for review and 
any required survey if the vessel is found to 
be in violation of this chapter or a regula
tion prescribed under this chapter. 
"§ 5114. Use of Customs Service officers and em

ployees for enforcement 
"(a) With the approval of the Secretary of 

the Treasury, the Secretary may use an offi
cer or employee of the United States Cus
toms Service to enforce this chapter and the 
regulations prescribed under this chapter. 

"(b) The Secretary shall consult with the 
Secretary of the Treasury before prescrib
ing a regulation that affects the enforce
ment responsibilities of an officer or em
ployee of the Customs Service. 
"§ 5115. Regulations 

"(a) The Secretary may prescribe regula
tions to carry out this part. 
"§ 5116. Penalties 

"(a) Except as otherwise provided in this 
section, the owner, charterer, managing op
erator, agent, master, and individual in 
charge of a vessel violating this chapter or a 
regulation prescribed under this chapter are 
each liable to the United States Govern
ment for a civil penalty of not more than 
$5,000. Each day of a continuing violation is 
a separate violation. The vessel also is liable 
in rem for the penalty. 

"(b) The owner, charterer, managing oper
ator, agent, master, and individual in charge 
of a vessel allowing, causing, attempting to 
cause, or failing to take reasonable care to 
prevent a violation of section 5112<a> of this 
title are each liable to the Government for a 
civil penalty of not more than $10,000 plus 
an additional amount equal to twice the eco
nomic benefit of the overloading. The vessel 
also is liable in rem for the penalty. 

"(c) The master or individual in charge of 
a vessel violating section 5112(b) of this title 
is liable to the Government for a civil penal
ty of not more than $5,000. The vessel also 
is liable in rem for the penalty. 

"(d) A person causing or allowing the de
parture of a vessel from a place within the 
jurisdiction of the United States in violation 
of a detention order issued under section 
5113 of this title shall be fined not more 
than $10,000, imprisoned for not more than 
one year, or both. 

"(e) A person causing or allowing the al
teration, concealment, or removal of a mark 
placed on a vessel under section 5103(b) of 
this title and the regulations prescribed 

under this chapter, except to make a lawful 
change or to escape enemy capture in time 
of war, shall be fined not more than $10,000, 
imprisoned for not more than 2 years, or 
both.". 

<3> Immediately after part I, strike "[PART 
J-RESERVED FOR MEASUREMENT OF VESSELS]" 
and insert the following new part J: 
"PART J-MEASUREMENT OF VESSELS 

"CHAPTER 141-GENERAL 

"Sec. 
"14101. Definitions. 
"14102. Regulations. 
"14103. Delegation of authority. 
"14104. Measurement to determine applica

tion of a law. 
"§ 14101. Definitions 

"In this part-
"< 1) 'Convention' means the International 

Convention on Tonnage Measurement of 
Ships, 1969. 

"(2) 'existing vessel' means a vessel the 
keel of which was laid or that was at a simi
lar stage of construction before July 18, 
1982. 

"(3) 'Great Lakes' means
"(A) the Great Lakes; and 
"<B> the St. Lawrence River west of-
"(i) a rhumb line drawn from Cap des Ro

siers to West Point, Anticosti Island; and 
"(ii) on the north side of Anticosti Island, 

the meridian of longitude 63 degrees west. 
"(4) 'vessel engaged on a foreign voyage' 

means a vessel-
"(A) arriving at a place under the jurisdic

tion of the United States from a place in a 
foreign country; 

"(B) making a voyage between places out
side the United States <except a foreign 
vessel engaged on that voyage); 

"(C) departing from a place under the ju
risdiction of the United States for a place in 
a foreign country; or 

"(D) making a voyage between a place 
within a territory or possession of the 
United States and another place under the 
jurisdiction of the United States not within 
that territory or possession. 
"§ 14102. Regulations 

The Secretary may prescribe regulations 
to carry out this part. 
"§ 14103. Delegation of authority 

"(a) The Secretary may delegate to a 
qualified person the authority to measure a 
vessel and issue an International Tonnage 
Certificate 0969) or other appropriate cer
tificate of measurement under this part. 

"(b) Under regulations prescribed by the 
Secretary, a decision of the person delegat
ed authority under subsection <a> of this 
section related to measuring a vessel or issu
ing a certificate may be appealed to the Sec
retary. 

"(c) For a vessel intended to be engaged 
on a foreign voyage, the Secretary may dele
gate to another country that is a party to 
the Convention the authority to measure 
the vessel and issue an International Ton
nage Certificate 0969) under chapter 143 of 
this title. 

"(d) The Secretary may terminate a dele
gation made under this section after giving 
written notice to the person. 
"§ 14104. Measurement to determine application 

of a law 
"When the application of a law of the 

United States to a vessel depends on the 
vessel's tonnage, the vessel shall be meas
ured under this part. 
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"Sec. 

"CHAPTER 143-CONVENTION 
MEASUREMENT 

"14301. Application. 
"14302. Measurement. 
"14303. International Tonnage Certificate 

<1969). 
"14304. Remeasurement. 
"14305. Optional regulatory measurement. 
"14306. Reciprocity for foreign vessels. 
"14307. Inspection of foreign vessels. 
"§ 14301. Application 

''(a) Except as otherwise provided in this 
section, this chapter applies to the follow
ing: 

"<1 > a documented vessel. 
"(2) a vessel that is to be documented 

under chapter 121 of this title. 
"(3) a vessel engaged on a foreign voyage. 
"<b> This chapter does not apply to the 

following: 
"<1) a vessel of war. 
"(2) a vessel of less than 24 meters <79 

feet> overall in length. 
"(3) a vessel operating only on the Great 

Lakes, unless the owner requests. 
"(4) a vessel <except a vessel engaged on a 

foreign voyage) the keel of which was laid 
or that was at a similar stage of construc
tion before January 1. 1986, unless-

" <A> the owner requests; or 
"<B> the vessel undergoes a change that 

the Secretary finds substantially affects the 
vessel's gross tonnage. 

"(5) before July 19, 1994, an existing 
vessel unless-

"(A) the owner requests; or 
"(B) the vessel undergoes a change that 

the Secretary finds substantially affects the 
vessel's gross tonnage. 

"(c) A vessel made subject to this chapter 
at the request of the owner may be remea
sured only as provided by this chapter. 

"(d) After July 18, 1994, an existing vessel 
<except an existing vessel referred to in sub
section (b)(5) <A> or <B> of this section> may 
retain its tonnages existing on July 18, 1994, 
for the application of relevant requirements 
under international agreements <except the 
Convention> and other laws of the United 
States. However. if the vessel undergoes a 
change substantially affecting its tonnage 
after July 18, 1994, the vessel shall be re
measured under this chapter. 

"(e) This chapter does not affect an inter
national agreement to which the United 
States Government is a party that is not in 
conflict with the Convention or the applica
tion of IMO Resolutions A.494 <XII> of No
vember 19, 1981, A.540 <XIII> of November 
17, 1983, and A.541 <XIII> of November 17, 
1983. 
"§ 14302. Measurement 

"(a) The Secretary shall measure a vessel 
to which this chapter applies in the way 
provided by this chapter and the Conven
tion. 

"(b) A vessel measured under this chapter 
may not be required to be measured under 
another law. 

"(c) Unless otherwise provided by law, the 
measurement of a vessel under this chapter 
applies to a law of the United States whose 
applicability depends on a vessel's tonnage, 
if that law-

"(1) becomes effective after July 18, 1994; 

or"<2> is in effect before July 19, 199~. is not 
enumerated in section 14305 of th1s title, 
and is identified by the Secretary by regula
tion as a law to which this chapter applies. 

"§ 14303. International Tonnage Certificate 0969) 
"(a) After measuring a vessel under this 

chapter, the Secretary shall issue, on re
quest of the owner, an International Ton
nage Certificate <1969> and deliver it to the 
owner or master of the vessel. 

"(b) The certificate shall be maintained as 
required by the Secretary. 
"§ 14304. Remeasurement 

"(a) To the extent necessary, the Secre
tary shall remeasure a vessel to which this 
chapter applies if-

"( 1) the Secretary or the owner alleges an 
error in its measurement; or 

"(2) the vessel or the use of its space is 
changed in a way that substantially affects 
its tonnage. 

"(b) Except as provided in this chapter or 
section 14504 of this title, a vessel that has 
been measured does not have to be remea
sured to obtain another document or en
dorsement under chapter 121 of this title. 
"§ 14305. Optional regulatory measurement 

"(a) On request of the owner of a docu
mented vessel measured under this chapter, 
the Secretary also shall measure the vessel 
under chapter 145 of this title. The ton
nages determined under that chapter shall 
be used in applying-

"<1) parts A, B. C, E. F. and G and sections 
12106<c> and 12108(c) of this title; 

"(2) section 3(d)(3) of the Longshore and 
Harbor Workers' Compensation Act (33 
u.s.c. 903(d)(3)); 

"(3) section 4 of the Bridge to Bridge Ra
diotelephone Act <33 U.S.C. 1203(a)); 

"(4) section 4(a)(3) of the Ports and Wa
terways Safety Act (33 U.S.C. 1223(a)(3)); 

"(5) section 4283 of the Revised Statutes 
of the United States < 46 App. U .S.C. 183 >: 

"(6) sections 27 and 27A of the Act of 
June 5, 1920 (46 App. U.S.C. 883 and 883-1>; 

"(7) Act of July 14, 1956 (46 App. U.S.C. 
883a>: 

"(8) sections 351, 352, 355, and 356 of the 
Ship Radio Act <47 U.S.C. 351, 352, 354, and 
354a>: 

"(9) section 403 of the Commercial Fish
ing Industry Vessel Act (46 U.S.C. 3302 
note>: 

"<10) the Officers' Competency Certifi
cates Convention, 1936, and sections 8303 
and 8304 of this title; 

"<11) the International Convention for 
the Safety of Life at Sea as provided by 
IMCO Resolution A.494 <XID of November 
19, 1981; 

"<12) the International Convention on 
Standards of Training, Certification, and 
Watchkeeping for Seafarers, 1978, as pro
vided by IMO Resolution A.540 <XIII> of 
November 17, 1983; 

"<13) the International Convention for 
the Prevention of Pollution from Ships, 
1973 as modified by the Protocol of 1978 
Rela.'ting to the International Convention 
for the Prevention of Pollution from Ships, 
1973, as provided by IMO Resolution A.541 
<XIII> of November 17, 1983; 

"<14> provisions of law establishing the 
threshold tonnage levels at which evidence 
of financial responsibility must be demon
strated; or 

"(15) unless otherwise provided by law, 
any other law of the United States in effect 
before July 19, 1994, and not listed by the 
Secretary under section 14302(c) of this 
title. 

"(b) As long as the owner of a vessel has a 
request in effect under subsection <a>< 1) of 
this section, the tonnages determined under 
that request shall be used in applying the 
other provisions of law described in subsec
tion (a)(l) to that vessel. 

"§ 14306. Reciprocity for foreign vessels 
"(a) When the Secretary finds that the 

laws and regulations of a foreign country re
lated to measurement of vessels are similar 
to those of this chapter and the regulations 
prescribed under this chapter, or when a 
foreign country is a party to the Conven
tion, the Secretary shall accept the meas
urement and certificate of a vessel of that 
foreign country as complying with this 
chapter and the regulations prescribed 
under this chapter. 

"(b) Subsection (a) of this section does not 
apply to a vessel of a foreign country that 
does not recognize measurements under this 
chapter. The Secretary may apply measure
ment standards the Secretary considers ap
propriate to the vessel, subject to applicable 
international agreements to which the 
United States Government is a party. 
"§ 14307. Inspection of foreign vessels 

"(a) The Secretary may inspect a vessel of 
a foreign country to verify that-

"(1) the vessel has an International Ton
nage Certificate <1969) and the main charac
teristics of the vessel correspond to the in
formation in the certificate; or 

"(2) if the vessel is from a country not a 
party to the Conventidn, the vessel has been 
measured under laws and regulations simi
lar to those of this chapter and the regula
tions prescribed under this chapter. 

"(b) For a vessel of a country that is a 
party to the Convention, if the inspection 
reveals that the vessel does not have an 
International Tonnage Certificate <1969) or 
that the main characteristics of the vessel 
differ from those stated on the certificate or 
other records in a way that increases the 
gross or net tonnage of the vessel, the Sec
retary promptly shall inform the country 
whose flag the vessel is flying. 

"(c) For a vessel of a country not a party 
to the Convention-

"(}) if the vessel has been measured under 
laws and regulations that the Secretary 
finds are similar to those of this chapter 
and the regulations prescribed under this 
chapter, the vessel shall be deemed to have 
been issued an International Tonnage Cer
tificate <1969); and 

"(2) if the vessel has not been measured as 
described in clause < 1) of this subsection, 
the Secretary may measure the vessel. 

"(d) An inspection under this section shall 
be conducted in a way that does not delay a 
vessel of a country that is a party to the 
Convention. 

"Sec. 

"CHAPTER 145-REGULATORY 
MEASUREMENT 

''SUBCHAPTER I-GENERAL 

"14501. Application. 
"14502. Measurement. 
"14503. Certificate of measurement. 
"14504. Remeasurement. 
''SUBCHAPTER II-FORMAL SYSTEMS 

"14511. Application. 
"14512. Standard tonnage measurement. 
"14513. Dual tonnage measurement. 

''SUBCHAPTER III-SIMPLIFIED 
SYSTEM 

"14521. Application. 
"14522. Measurement. 

"SUBCHAPTER I-GENERAL 
"§ 14501. Application 

"This chapter applies to the following: 
"( 1) a vessel not measured under chapter 

143 of this title if-
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"<A> the vessel is to be documented under 

chapter 121 of this title; or 
"<B> the application of a law of the United 

States to the vessel depends on the vessel's 
tonnage. 

"<2> a vessel measured under chapter 143 
of this title if the owner requests that the 
vessel also be measured under this chapter 
as provided in section 14305 of this title. 
"§ 14502. Measurement 

"The Secretary shall measure a vessel to 
which this chapter applies in the way pro
vided by this chapter. 
"§ 14503. Certificate of measurement 

"The Secretary shall prescribe the certifi
cate to be issued as evidence of a vessel's 
measurement under this chapter. 
"§ 14504. Remeasurement 

"(a) To the extent necessary, the Secre
tary shall remeasure a vessel to which this 
chapter applies if-

"<l> the Secretary or the owner alleges an 
error in its measurement; 

"(2) the vessel or the use of its space is 
changed in a way that substantially affects 
its tonnage; 

"(3) after being measured under subchap
ter III of this chapter, the vessel becomes 
subject to subchapter II of this chapter be
cause the vessel or its use is changed; or 

"(4) although not required to be measured 
under subchapter II of this chapter, the 
vessel was measured under subchapter II 
and the owner requests that the vessel be 
measured under subchapter III of this chap
ter. 

"(b) Except as provided in this section and 
chapter 143 of this title, a vessel that has 
been measured does not have to be remea
sured to obtain another document or en
dorsement under chapter 121 of this title. 
"SUBCHAPTER II-FORMAL SYSTEMS 

"§ 14511. Application 
"This subchapter applies to a vessel de-

scribed in section 14501 of this title if
"(1) the owner requests; or 
"(2) the vessel is-
"<A> self-propelled; 
"<B> at least 24 meters <79 feet> overall in 

length; and 
"<C> not operated only for pleasure. 

"§ 14512. Standard tonnage measurement 
"(a) The Secretary shall prescribe regula

tions for measuring the gross and net ton
nages of a vessel under this subchapter. The 
regulations shall provide for tonnages com
parable to the tonnages that could have 
been assigned under sections 4151 and 4153 
of the Revised Statutes of the United 
States, as sections 4151 and 4153 existed im
mediately before the enactment of this sec
tion. 

"(b) On application of the owner or 
master of a vessel of the United States used 
in foreign trade, the Secretary may attach 
an appendix to the vessel's register stating 
the measurement of spaces that may be de
ducted from gross tonnage under laws and 
regulations of other countries but not under 
those of the United States. 
"§ 14513. Dual tonnage measurement 

"(a) On application by the owner and ap
proval by the Secretary, the tonnage of 
spaces prescribed by the Secretary may be 
excluded in measuring under this section 
the gross tonnage of a vessel measured 
under section 14512 of this title. The spaces 
prescribed by the Secretary shall be compa
rable to the spaces that could have been ex
cluded under section 2 of the Act of Septem
ber 29, 1965 <Public Law 89-219, 79 Stat. 

891>, as section 2 existed immediately before 
the enactment of this section. 

"(b) The Secretary shall prescribe the 
design, location, and dimensions of the ton
nage mark to be placed on a vessel measured 
under this section. 

"(c){l) If a vessel's tonnage mark is below 
the uppermost part of the load line marks, 
each certificate stating the vessel's tonnages 
shall state the gross and net tonnages when 
the mark is submerged and when it is not 
submerged. 

"(2) Except as provided in paragraph (1) 

of this subsection, a certificate stating aves
sel's tonnages may state only one set of 
gross and net tonnages. 

''SUBCHAPTER III-SIMPLIFIED 
SYSTEM 

"§ 14521. Application 
"This subchapter applies to a vessel de

scribed in section 14501 of this title that is 
not measured under subchapter II of this 
chapter. 
"§ 14522. Measurement 

"(a) In this section, "length" means the 
horizontal distance of the hull between the 
foremost part of the stem and the aftermost 
part of the stern, excluding fittings and at
tachments. 

"(b)(l) The Secretary shall assign gross 
and net tonnages to a vessel based on its 
length, breadth, depth, other dimensions, 
and appropriate coefficients. 

"(2) The Secretary shall prescribe the way 
dimensions <except length> are measured 
and which coefficients are appropriate. 

"(c) The resulting gross tonnages, taken 
as a group, reasonably shall reflect the rela
tive internal volumes of the vessels meas
ured under this subchapter. The resulting 
net tonnages shall be in approximately the 
same ratios to corresponding gross tonnages 
as are the net and gross tonnages of compa
rable vessels measured under subchapter II 
of this chapter. 

"(d) Under regulations prescribed by the 
Secretary, the Secretary may determine the 
gross and net tonnages of a vessel represent
ative of a designated class, model, or type, 
and then assign those gross and net ton
nages to other vessels of the same class, 
model, or type. 

"CHAPTER 147-PENALTIES 
"Sec. 
"14701. General violation. 
"14702. False statements. 
"§ 14701. General violation 

"The owner, charterer, managing opera
tor, agent, master, and individual in charge 
of a vessel violating this part or a regulation 
prescribed under this part are each liable to 
the United States Government for a civil 
penalty of not more than $20,000. Each day 
of a continuing violation is a separate viola
tion. The vessel also is liable in rem for the 
penalty. 
"§ 14702. False statements 

"A person knowingly making a false state
ment or representation in a matter in which 
a statement or representation is required by 
this part or a regulation prescribed under 
this part is liable to the United States Gov
ernment for a civil penalty of not more than 
$20,000 for each false statement or repre
sentation. The vessel also is liable in rem for 
the penalty.". 
CONFORMING AND MISCELLANEOUS AMENDMENTS 

SEc. 6302. <a> Title 14, United States Code, 
is amended as follows: 

(1) In the analysis of chapter 17, add the 
following after item 663: 

"664. User fees.". 
(2) In section 651, strike "preceding fiscal 

year." and substitute "preceding fiscal year, 
including amounts collected as provided 
under section 664 of this title.". 

(3) After section 663, add the following 
new section: 
"§ 664. User fees 

"(a) Amounts collected under section 9701 
of title 31 or another law by the Secretary 
for a service or thing of value provided by 
the Coast Guard shall be deposited in the 
general fund of the Treasury as proprietary 
receipts of the department in which the 
Coast Guard is operating and ascribed to 
Coast Guard activities. 

"(b) A fee charged for a service or thing of 
value provided by the Coast Guard must 
be-

"0> prescribed as provided under section 
9701 of title 31; and 

"(2) based on the following: 
"<A> fairness; 
"(B) the costs to the United States Gov

ernment; 
"(C) the value of the service or thing to 

the recipient; 
"<D> equity among transportation modes; 
"(E) effect on the ability of the Coast 

Guard to perform its duties or functions 
under this title; 

"<F> public policy or interest served; and 
"(G) other relevant factors. 
"(c) A fee may not be charged for a service 

or thing of value provided by the Coast 
Guard if the service or thing of value-

"( 1) is required for national defense or 
emergency search and rescue; 

"(2) benefits a large segment of the public; 
or 

"(3) is actually performed by the private 
sector. 

"(d) The Secretary may grant an exemp
tion from the user fee requirements of this 
section to a person subject to a fee. 

"(e) Before January 1 of each year, the 
Secretary shall submit a report to the Com
mittee on Merchant Marine and Fisheries of 
the House of Representatives and the Com
mittee on Commerce, Science and Transpor
tation of the Senate that includes-

"(1) a verification of each activity for 
which a user fee is collected stating-

"<A> the amount collected in the prior 
fiscal year; and 

"(B) that the amount spent on that activi
ty in that fiscal year are not less than the 
amount collected; and 

"(2) the amount expected to be collected 
in the current fiscal year for each activity 
for which a fee is expected to be charged.". 

<b> Title 46, United States Code, is amend
ed as follows: 

<1> In section 2101-
<A> between clauses (20) and <21>, insert 

the following new clause: 
"(20a) 'overall in length' means-
"(A) for a foreign vessel or a vessel en

gaged on a foreign voyage, the greater of-
"(i) 96 percent of the length on a water

line at 85 percent of the least molded depth 
measured from the top of the keel <or on a 
vessel designed with a rake of keel, on a wa
terline parallel to the designed waterline>; 
or 

"(ii) the length from the fore side of the 
stem to the axis of the rudder stock on that 
waterline; and 

"(B) for any other vessel, the horizontal 
distance of the hull between the foremost 
part of the stem and the aftermost part of 
the stern, excluding fittings and attach
ments."; and 
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<B> add at the end the following new 

clause: 
"(47> 'vessel of war' means a vessel-
"<A> belonging to the armed forces of a 

country; 
"<B> bearing the external marks distin

guishing vessels of war of that country; 
" <C> under the command of an officer 

commissioned by the government of that 
country and whose name appears in the ap
propriate service list or its equivalent; and 

"<D> staffed by a crew under regular 
armed forces discipline.". 

<2> Section 2102 is amended by striking 
"chapters 43" and substituting "chapters 37, 
43, 51,". 

<3> In section 2109, strike "This" and sub
stitute "Except as otherwise provided, this". 

<4> In section 2110-
<A> strike "examination of vessels" and 

substitute "examination of vessels under 
part B of this subtitle"; and 

<B> strike "measurement or". 
<5> Section 3701 <5> and <6> is repealed. 
<6> In section 12102-
<A> insert the subsection designation "(a)" 

at the beginning of the text of the section; 
and 

<B> add at the end of the section the fol
lowing new subsection: 

"(b) A vessel is eligible for documentation 
only if it has been measured under part J of 
this subtitle. However, the Secretary may 
issue a temporary certificate of documenta
tion for a vessel before it is measured.". 

MISCELLANEOUS PROVISIONS 

SEc. 6303. <a> Laws effective after January 
1, 1986, that are inconsistent with this sub-

title supersede this subtitle to the extent of 
the inconsistency. 

<b> A reference to a law replaced by this 
subtitle, including a reference in a regula
tion, order, or other law, is deemed to refer 
to the corresponding provision of this sub
title. 

<c> An order, rule, or regulation in effect 
under a law replaced by this subtitle contin
ues in effect under the corresponding provi
sion of this subtitle until repealed, amend
ed, or superseded. 

(d) An action taken or an offense commit
ted under a law replaced by this subtitle is 
deemed to have been taken or committed 
under the corresponding provision of this 
subtitle. 

<e> An inference of legislative construction 
is not to be drawn by reason of the caption 
or catch line of a provision enacted by this 
subtitle. 

<f> If a provision enacted by this subtitle is 
held invalid, all valid provisions that are 
severable from the invalid provision remain 
in effect. If a provision of this subtitle is 
held invalid in one or more of its applica
tions, the provision remains in effect in all 
valid applications that are severable from 
the invalid application or applications. 

(g) The Secretary of Transportation 
shall-

<1 > Before July 19, 1990, submit to Con
gress-

<A> a study of-
<i> the impact of applying vessel tonnage 

determined under chapter 143 of title 46 <as 
enacted by section 6301 of this subtitle>. 
United States Code, in laws of the United 
States that contain provisions based on ton-

Revised Statutes 

Revised Statutes Section 

4148 ................................... ...................................................................................................................... . 
4149 ......................................................................................................................................................... . 
4151 ......................................................................................................................................................... . 
4153 ......................................................................................................................................................... . 
4154 ......................................................................................................................................................... . 

Statutes at Large 

Date Chapter or Public Law Section 

nage, including an analysis of the number 
and types of vessels that would become sub
ject to additional laws or more stringent re
quirements because of that application; and 

<ii> the extent to which the tonnage 
thresholds in laws of the United States 
whose application is based on tonnage 
would have to be raised so that additional 
vessels would not become subject to those 
laws if their application is based on tonnage 
determined under chapter 143; and 

<B> a recommendation of the levels to 
which the tonnage thresholds in laws of the 
United States whose application is based on 
tonnage should be raised if a complete con
version to the International Convention 
measurement system under chapter 143 is 
made. 

<2> in conducting the study under clause 
< 1 > of this subsection, consult with repre
sentatives of the private sector having expe
rience with the operation of vessels likely to 
be affected by laws of the United States 
whose application is based on tonnage. 

(3) before July 19, 1988, submit to Con
gress an interim progress report on the 
study conducted under clause < 1 > of this 
subsection. 

REPEALS 

SEc. 6304. <a> The repeal of a law by this 
subtitle may not be construed as a legisla
tive implication that the provision was or 
was not in effect before its repeal. 

(b) The laws specified in the following 
schedule are repealed, except for rights and 
duties that matured, penalties that were in
curred, and proceedings that were begun 
before the date of enactment of this sub
title: 

United States Code 

46 App. 
46 App. 
46 App. 
46 App. 
46 App. 

Statutes at 
Large 

Vol- Page ume 

Title Section 

71 
72 
75 
77 
81 

United States Code 

Title Section 

Aug.5 1882 398 ·························································· 2 ··························································· 22 300 46 App. 81 

Aug. 27 1935 747 ·························································· ······························································· 49 888 46 App. 88-88i 

Sept. 29 1965 89-219 ................................................................................................................... . 79 891 46 App. 72, 74, 77, 
83-83k 

Oct.l 1973 93-115 ....................................................................... ............................................ . 87 418 46 App. 86-86i 

Sept. 10 1976 94-406 ..................................................... 8 ············· ·············································· 90 1236 46 App. 420 

Subtitle E-Adjustment of the U.S. Investment 
Base in the Panama Canal on Which Interest 
Payments to the U.S. Treasury Are Computed 

SEC. 6401. U.S. INVESTMENT INCREASE. 

Section 1603(b) of the Panama Canal Act 
of 1979 (22 U.S.C. 3793(b)) is amended by 
striking out "and" at the end of paragraph 

(1), by striking out the period at the end of 
paragraph (2) and by inserting in lieu there
of"; and", and by adding at the end the fol
lowing: 

"(3) the investment of the United States 
shall also be increased by the amount of 
tolls and other receipts that covers interest 
on the investment of the United States and 

that has been or is deposited in the Panama 
Canal Commission Fund as of December 31, 
1985.". 

SEC. 6402. EFFECTIVE DATE. 

The amendment made by section 6401 
shall apply to the United States investment 
beginning on January 1, 1986. 
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Subtitle F -Comprehensive Oil Pollution 

Liability and Compensation 
SEC. 6501. SHORT TITLK 

This subtitle may be cited as the "Com
prehensive Oil Pollution Liability and Com
pensation Act". 

PART l-OlL POLLUTION LIABILITY AND 
COMPENSATION 

SEC. 6501. DE!o'INITIONS. 
For purposes of this part, the term-
{1) "claim" means a demand in writing for 

a sum certain; 
(2) "cleanup costs" means costs of reason

able measures taken, after an incident has 
occurred, to prevent, minimize, or mitigate 
oil pollution from that incident; 

(3) "discharge" means any emission, inten
tional or unintentional, and includes spill
ing, leaking, pumping, pouring, emptying, or 
dumping; 

(4) "facility" means a structure, or group 
of structures, which is either-

<A> located, in whole or in part, on the 
Outer Continental Shelf and used for the 
purposes of exploring for, drilling for, pro
ducing, storing, handling, transferring, proc
essing, or transporting oil produced from 
the Outer Continental Shelf, or 

<B> licensed under the Deepwater Port 
Act of 1974; 

(5) "foreign claimant" means any person 
residing in a foreign country, the govern
ment of a foreign country, or any agency or 
political subdivision thereof, who asserts a 
claim; 

(6) "foreign offshore unit" means a struc
ture or group of structures located, in whole 
or in part, in the territorial sea or on the 
continental shelf of a foreign country con
tiguous to the United States and used for 
the purpose of exploring for, drilling for, 
producing, storing, handling, transferring, 
processing or transporting oil produced 
from the seabed beneath that territorial sea 
or from that continental shelf; 

(7) "guarantor" means the person, other 
than the responsible party, who provides 
evidence of financial responsibility for a re
sponsible party; 

(8) "incident" means any occurrence or 
series of occurrences having the same 
origin, involving one or more vessels, facili
ties or any combination thereof, which 
cau~es, or poses a substantial threat, of oil 
pollution; 

(9) "inland oil barge" means a non-self
propelled vessel, carrying oil in bulk as 
cargo or in residue from cargo and certifi
cated to operate only on the internal waters 
of the United States while operating in such 
waters; 

{10) "internal waters of the United 
States" means those waters of the United 
States lying inside the baseline from which 
the territorial sea is measured and those 
waters outside that baseline which are a 
part of the Gulf Intracoastal Waterway; 

(11) "lessee" means a person holding a 
leasehold interest in an oil and gas lease on 
submerged lands of the outer Continental 
Shelf granted or maintained under the 
Outer Continental Shelf Lands Act; 

<12) "licensee" means a person holding a 
license issued under the Deepwater Port Act 
of 1974; 

{13) "mobile offshore drilling unit" means 
every watercraft or other contrivance <other 
than a public vessel of the United States) 
capable of use as a means of transportation 
on water and as a means of drilling for oil 
on the outer Continental Shelf; 

(14) "natural resources" means living and 
nonliving resources belonging to, managed 

by, held in trust by, appertaining to, or oth
erwise controlled by the United States <in
cluding the resources of the fishery conser
vation zone established by the Fishery Con
servation and Management Act of 1976), 
any State or local government, or any for
eign government; 

<15) "navigable waters" means the waters 
of the United States, including the territori
al sea; 

<16) "oil" means petroleum, including 
crude oil or any fraction or residue there
from; 

<17) "oil pollution" means-
<A> the presence of oil in or on the naviga

ble waters or on land within the United 
States immediately adjacent thereto, or in 
or on the waters of the contiguous zone-

(i) which has been discharged from a 
vessel or facility; and 

<ii> which has been discharged in quanti
ties which the President has determined 
may be harmful pursuant to paragraph (4) 
of subsection (b) of section 311 of the Feder
al Water Pollution Control Act; 

<B> the presence of oil <other than natural 
seepage) in or on waters outside the territo
rial limits of the United States and of any 
foreign country-

(i) which has been discharged in connec
tion with activities conducted under the 
Outer Continental Shelf Lands Act; 

(ii) which has been discharged from a 
deepwater port licensed under the Deepwa
ter Port Act of 1974 or from a vessel transit
ing to or from a deepwater port and located 
in a safety zone of a deepwater port licensed 
under such Act; 

<iii> causing injury to or loss of natural re
sources; or 

(iv) which has been discharged, before 
being brought ashore in a port in the United 
States, from a ship that received such oil at 
the terminal of the pipeline constructed 
under the Trans-Alaska Pipeline Authoriza
tion Act <43 U.S.C. 1651 et seq.) for trans
portation to a port in the United States; and 

<C> the presence of oil <other than natural 
seepage) in or on the waters, including the 
territorial sea, or adjacent shoreline, of a 
foreign country-

(i) which has been discharged from a 
vessel located within the navigable waters; 

<H> which has been discharged in connec
tion with activities conducted under the 
Outer Continental Shelf Lands Act; 

(iii) which bas been discharged from a 
deepwater port licensed under the Deepwa
ter Port Act of 1974 or a vessel transiting to 
or from a deepwater port and located in a 
safety zone of a deepwater port under such 
Act; or 

<iv> which, in the case of the waters or a.d
jacent shoreline of Canada, has been dis
charged, before being brought ashore in a 
port in the United States, from a ship that 
received such oil at the terminal of the pipe
line constructed under the Trans-Alaska 
Pipeline Authorization Act (43 U.S.C. 1651 
et seq.) for transportation to a port in the 
United States; 

(18) "operator" means-
<A> in the case of a vessel, a charterer by 

demise or any other person, except the 
owner, who is responsible for the operation, 
manning, victualing, and supplying of the 
vessel; or 

<B) in the case of a pipeline, any person, 
except the owner, who is responsible for the 
operation of such pipeline by agreement 
with the owner; 

(19) "Outer Continental Shelf" has the 
meaning set forth in subsection <a> of sec
tion 2 of the Outer Continental Shelf Lands 
Act; 

(20> "owner" means, in the case of a vessel 
or a pipeline, any person holding title to, or 
in the absence of title, any other indicia of 
ownership of, the vessel or pipeline, wheth
er by lease, permit, contract, license, or 
other form of agreement, except that such 
term does not include a person who, without 
participating in the management or oper
ation of a vessel or a pipeline, holds indicia 
of ownership primarily to protect his securi
ty interest in the vessel or pipeline; 

<21) "permittee" means a person holding 
an authorization, license, or permit for geo
logical exploration issued under section 11 
of the Outer Continental Shelf Lands Act; 

<22> "person" means an individual, firm, 
corporation, association, partnership, con
sortium, joint venture, or any other com
mercial, legal, or governmental entity; 

<23) " public vessel" means a vessel 
which-

<A> is owned or chartered by demise, and 
operated by (i) the United States, <ii> a 
State or political subdivision thereof, or (iii) 
a foreign government, and 

<B> is not engaged in commercial service; 
(24> "removal costs" means-
<A> costs incurred under subsection (c), 

(d), or m of section 311 of the Federal 
Water Pollution Control Act, section 5 of 
the Intervention on the High Seas Act, or 
subsection (b) of section 18 of the Deepwa
ter Port Act of 1974, and 

<B> cleanup costs, other than the costs de
scribed in subparagraph <A>; 

<25) "responsible party" means-
<A> with respect to a vessel or a pipeline, 

the owner or operator of such vessel or pipe
line; 

<B> with respect to a facility <other than a 
deepwater port or pipeline), the lessee or 
permittee of the area in which such facility 
is located, or the holder of a right of use 
and easement granted under the Outer Con
tinental Shelf Lands Act for the area in 
which such facility is located where such 
holder is a different person than the lessee 
or permittee; and 

<C> with respect to a deepwater port, the 
licensee; 

<26> "Secretary" means the Secretary of 
Transportation; 

(27) "ship" means a vessel <other than an 
inland oil barge) carrying oil in bulk as 
cargo or in residue from cargo; 

(28) "Trust Fund" means the Oil Spill Li
ability Trust Fund established by section 
9505 of the Internal Revenue Code of 1954; 

<29) "United States" and "State" mean 
the several States of the United States, the 
District of Columbia, Puerto Rico, Guam, 
American Samoa, the Virgin Islands, the 
Commonwealth of the Northern Marianas, 
the Trust Territory of the Pacific Islands, 
and any other territory or possession of the 
United States; 

(30) "United States claimant" means any 
person residing in the United States, the 
Government of the United States or any 
agency thereof, or the government of a 
State or a political subdivision thereof, who 
asserts a claim; and 

<31> "vessel" means every description of 
watercraft or other artificial contrivance 
used, or capable of being used, as a means of 
transportation on water. 
SEC. 6502. COORDINATION WITH INTERNATIONAL 

CONVENTIONS. 
During any period in which both the 

International Convention on Civil Liability 
for Oil Pollution Damage, 1984, and the 
International Convention on the Establish
ment of an International Fund for Compen-
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sation for Oil Pollution Damage, 1984, are 
in force with respect to the United States, 
this part shall not apply with respect to 
damage arising out of or directly resulting 
from oil pollution or a substantial threat of 
oil pollution to the extent that compensa
tion is available under such conventions and 
part 4. 
Slo:('. 650:J. I>AMA(:fo~S ANI> ('I.AIMANTS. 

(a) DAMAGES FOR WHICH CLAIMS MAY BE 
AssERTED.-Claims may be asserted, to the 
extent provided in this section, for damages 
for economic loss incurred on or after the 
effective date of this section and arising out 
of or directly resulting from oil pollution or 
the substantial threat of oil pollution for-

< 1 > removal costs; 
<2> injury to, or destruction of, real or per

sonal property; 
<3> reasonable costs incurred in <A> assess

ing both short-term and long-term injury to, 
or destruction of, natural resources, <B> pre
paring a restoration and acquisition plan 
with respect to the damaged resources, and 
<C> restoring or acquiring the equivalent of 
the damaged resources; 

<4> loss of subsistence use of natural re
sources; 

<5> loss of profits or impairment of earn
ing capacity due to injury or destruction of 
real or personal property or natural re
sources to the extent that such damages are 
sustained during the two-year period begin
ning on the date the claimant first suffers 
such loss; and 

<6> loss of tax revenue for a period of one 
year due to injury to real or personal prop
erty. 

(b) REMOVAL COSTS RECOVERABLE BY ALL 
CLAIMANTS.-

(!) GENERAL RULE.-A claim may be assert
ed under paragraph <1> of subsection <a> by 
any person. 

(2) LIMITATION ON RECOVERY BY RESPONSI
BLE PARTY.-<A> The responsible party with 
respect to a vessel or facility involved in an 
incident may assert a claim under para
graph <1> of subsection <a> only if he can 
show that-

(i) he is entitled to a defense to liability 
under section 6504<c>. or 

<ii> he is entitled to a limitation of liability 
under section 6504(b). 

<B> A claimant who is not entitled to a de
fense to liability, but who is entitled to a 
limitation of liability, may assert a claim 
under paragraph (1) of subsection <a> only 
to the extent that the sum of the removal 
costs incurred by the responsible party plus 
the amounts paid by the responsible party 
or by the guarantor on behalf of the respon
sible party for claims asserted under subsec
tion <a> exceeds the amount to which the 
total of the liability under section 6504<a> 
and removal costs incurred by, or on behalf 
of, the responsible party is limited under 
section 6504<b>. 

(C) OTHER DAMAGES RECOVERABLE BY 
UNITED STATES CLAIMANTS.-

(1) INJURY TO PROPERTY; SUBSISTENCE USE 
OF NATURAL RESOURCES.-A claim may be as
serted under paragraphs <2> and <4> of sub
section <a> with respect to oil pollution de
scribed in subparagraph <A> or <B> of sec
tion 6501<17) by any United States claimant, 
but only if the property involved is owned 
or leased, or the natural resource involved is 
utilized, by the claimant. 

(2) INJURY TO NATURAL RESOURCES.-A 
claim may be asserted under paragraph (3) 
of subsection <a> by the President as trustee 
for natural resources controlled by the 
United States or by the Governor of any 
State for natural resources within the 

boundary of the State and controlled by the 
State or a local government within the 
State. 

(3) Loss OF PROFITS.-A claim may be as
serted under paragraph (5) of subsection <a> 
with respect to oil pollution described in 
subparagraph <A> or <B> of section 6501(17) 
by any United States claimant, but only if 
the claimant derives at least 25 percent of 
his earnings from activities which utilize 
the property or natural resource or, if such 
activities are seasonal in nature, 25 percent 
of the claimant's earnings during the season 
in which such activities took place. 

(4) LOSS OF TAX REVENUE.-A Claim may be 
asserted under paragraph <6> of subsection 
(a) only by a State or political subdivision 
thereof. 

(d) OTHER DAMAGES RECOVERABLE BY FOR
EIGN CLAIMANTS.-

(!) GENERAL RULE.-A claim may be assert
ed under paragraph (2), (3), <4>. or (5) of 
subsection <a> with respect to oil pollution 
described in subparagraph <C> of section 
650107> by a foreign claimant who is a resi
dent of the country in which the oil pollu
tion occurs, to the same extent that a 
United States claimant would be able to 
assert a claim with respect to oil pollution 
described in subparagraph <A> of section 
6501(17), if-

(A) the foreign claimant is not otherwise 
compensated for his loss; and 

<B> recovery is authorized by a treaty or 
an executive agreement between the United 
States and the foreign country of which the 
claimant is a resident, or the Secretary of 
State, in consultation with the Attorney 
General and other appropriate officials, cer
tifies that such country provides a compara
ble remedy for United States claimants. 

(2) SPECIAL RULE FOR CANADIAN CLAIMANTS 
RESPECTING TRANS-ALASKA PIPELINE OIL.-In 
the case of any oil pollution described in 
section 650107)(B)(iv) or 6501< 17><C><iv), a 
claim may be asserted under paragraph (2), 
(3), <4>. or <5> of subsection <a> by a resident 
of Canada without regard to subparagraph 
<B> of paragraph <1>, to the same extent 
that a United States claimant would be able 
to assert a claim with respect to oil pollu
tion described in subparagraphs <A> and <B> 
of section 650107). 

(e) ATTORNEY GENERAL.-A claim may be 
asserted under subsection <a> by the Attor
ney General, on his own motion or at the re
quest of the Secretary, on behalf of any 
group of United States claimants who may 
assert a claim under this section. 

(f) GROUP OF CLAIMANTS.-If the Attorney 
General fails to act under subsection <e> 
within sixty days after the date on which 
the Secretary designates a source under sec
tion 6506, any member of a group may 
assert a claim for damages on behalf of that 
group. Failure of the Attorney General to 
act shall have no bearing on any claim for 
damages asserted under this section. 
SEC. 6504. LIABILITY. 

(a) JOINT, SEVERAL, AND STRICT LIABIL
ITY.-

< 1 > GENERAL RULE.-Subject to paragraph 
<2> of this subsection and subsections (b) 
and (c), the responsible party with respect 
to a facility or a vessel <other than a public 
vessel) that is the source of oil pollution, or 
poses a substantial threat of oil pollution in 
circumstances that justify the incurrence of 
the type of costs described in section 
6501<24><A>. shall be jointly, severally, and 
strictly liable for all damages for which a 
claim may be asserted under section 6503. 

(2) SPECIAL RULE FOR MODU'S.-(A) Except 
as provided in subparagraph <B>, in any case 

in which a mobile offshore drilling unit is 
being used as a facility and is the source of 
oil pollution originating on or above the sur
face of the water or poses a substantial 
threat of such oil pollution, such unit shall 
be deemed to be a vessel which is a ship for 
purposes of this part. 

<B> To the extent that damages for which 
claims may be asserted under section 6503 
from any incident described in subpara
graph <A> exceed the amount for which the 
responsible party is liable under subpara
graph <A> <as such amount may be limited 
under subsection <b>O><B», the mobile off
shore drilling unit shall be deemed to be a 
facility covered by subsection <b>O><D>. 
except that for purposes of applying subsec
tion <b><l><D> the amount specified in such 
subsection shall be reduced by the amount 
for which the responsible party with respect 
to a ship is liable under subparagraph <A>. 

<C> In the case of any incident described 
in subparagraph <A>-

(i) which is caused primarily by willful 
misconduct or gross negligence within the 
privity or knowledge of both the owner or 
operator of the mobile offshore drilling unit 
and the lessee or permittee of the area, or 
holder of a right of use or easement for the 
area, in which such unit is located; or 

(ii) with respect to which both such owner 
or operator and such lessee or permittee or 
holder fail or refuse to report the incident 
where required by law or to provide all rea
sonable cooperation and assistance request
ed by the responsible Federal official in fur
therance of cleanup and removal activities; 
such owner or operator and such lessee or 
permittee or holder shall be jointly, several
ly, and strictly liable <without limitation 
under subsection (b)) for all loss for which a 
claim may be asserted under section 6503. 

(b) LIMITS ON LIABILITY.-
(1) GENERAL RULE.-Except as provided in 

paragraph (2), the total of the liability 
under subsection (a) and any removal costs 
incurred by, or on behalf of, the responsible 
party with respect to an incident shall be 
limited to-

<A> in the case of a vessel other than a 
ship or an inland oil barge, $500,000 or $300 
per gross ton whichever is greater; 

<B> in the case of a ship, $3,000,000 or 
$420 per gross ton, whichever is greater <but 
not to exceed $60,000,000>; 

<C> in the case of an inland oil barge, 
$150,000 or $150 per gross ton, whichever is 
greater; or 

<D> in the case of a facility, $50,000,000. 
(2) EXCEPTIONS.-Paragraph (1) shall not 

apply-
<A> when the incident is caused primarily 

by willful misconduct or gross negligence 
within the privity or knowledge of a respon
sible party; or 

<B> when a responsible party fails or re
fuses to report the incident where required 
by law or to provide all reasonable coopera
tion and assistance requested by the respon
sible Federal official in furtherance of 
cleanup and removal activities. 

(3) REPORT.-The Secretary shall, from 
time to time, report to Congress on the de
sirability of adjusting the limitations on li
ability specified in this subsection. 

(C) DEFENSES TO LIABILITY.-
(1} COMPLETE DEFENSES.-Except When the 

responsible party has failed or refused to 
report an incident where required by law, 
there shall be no liability under subsection 
<a> if the responsible party proves that the 
incident-

< A> resulted from an act of war, hostilities, 
civil war, insurrection, or a natural phe-
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nomenon of an exceptional, inevitable, and 
irresistible character, or 

<B> was wholly caused by an act or omis
sion of a person other than-

(i) a responsible party; 
<ii> an employee or agent of a responsible 

party; or 
<iii> one whose act or omission occurs in 

connection with a contractual relationship 
with a responsible party. 

(2) PARTIAL DEFENSES.-There shall be no 
liability under subsection <a>-

<A> as to a particular claimant, where the 
incident or economic loss is caused, in whole 
or in part. by the gross negligence or willful 
misconduct of that claimant; or 

<B> as to a particular claimant, to the 
extent that the incident or economic loss is 
caused by the negligence of that claimant. 

(d) LIABILITY OF TRUST FUND.-
( 1 > GENERAL RULE.-The Trust Fund shall 

be liable for damages for which claims may 
be asserted under section 6503 and for 
which claims are presented under this part, 
to the extent that the damages are not oth
erwise compensated. 

(2) FOREIGN OFFSHORE UNIT.-In any case 
where oil, which has been discharged from a 
foreign offshore unit, causes any economic 
loss of a type compensable under section 
6503 to any United States claimant, the 
Trust Fund shall be liable to that United 
States claimant as if the economic loss arose 
out of or directly resulted from oil pollution 
or the substantial threat of oil pollution. 

(3) CLAIMS EXCEEDING CONVENTION LIABIL· 
ITY .- During any period in which both the 
International Convention on Civil Liability 
for Oil Pollution Damage, 1984, and the 
International Convention on the Establish
ment of an International Fund for Compen
sation for Oil Pollution Damage, 1984, are 
in force with respect to the United States, 
the Trust Fund shall be liable for claims for 
damages by United States claimants under 
this part which exceed the compensation 
available under those conventions. 

(4) DEFENSES TO LIABILITY.-Except for the 
removal costs specified in section 
6501<24><A>. there shall be no liability under 
paragraph (1), (2), or <3>-

<A> where the incident is caused wholly by 
an act of war, hostilities, civil war, or insur
rection; 

<B> as to a particular claimant, where the 
incident or the economic loss is caused, in 
whole or in part, by the gross negligence or 
willful misconduct of that claimant; or 

<C> as to a particular claimant, to the 
extent that the incident or the economic 
loss is caused by the negligence of that 
claimant. 

(e) LIABILITY FOR INTEREST.-
(1) GENERAL RULE.-The responsible party 

or his guarantor shall be liable to the claim
ant for interest on the amount paid in satis
faction of a claim under section 6503 for the 
period described in paragraph (2). 

(2) PERIOD FOR WHICH INTEREST IS OWED.
(A} Except as provided in subparagraph <B>. 
the period for which interest shall be paid 
under paragraph < 1) is the period beginning 
on the date on which the claim is presented 
to the responsible party or guarantor and 
ending on the date on which the claimant is 
paid, inclusive. 

<B> If the responsible party or guarantor 
offers to the claimant an amount equal to 
or greater than that finally paid in satisf~c
tion of the claim, the period described in 
subparagraph <A> shall not include the 
period beginning on the date such offer ~ 
made and ending on the date such offer lS 

accepted. If such offer is made within sixty 

days after the date upon which the claim is 
presented, or of the date upon which adver
tising is begun pursuant to section 6506, 
whichever is later, the period described in 
subparagraph <A> shall not include any 
period before such offer is accepted. 

(3) RATE OF INTEREST.-The interest paid 
under this subsection shall be calculated at 
the average of the highest rate for commer
cial and finance company paper of maturi
ties of one hundred and eighty days or less 
obtaining on each of the days included 
within the period for which interest must be 
paid to the claimant, as published in the 
Federal Reserve bulletin. 

(4) RELATIONSHIP TO LlABILITY LIMITS.-In· 
terest under this subsection shall be in addi
tion to damages for which claims may be as
serted under section 6503 and shall be paid 
without regard to any limitation of liability 
under subsection (b). The payment of inter
est under this subsection by a guarantor 
shall be subject to section 6505<e>. 

(f) AGREEMENTS.-
( 1) LIABILITY NOT TRANSFERABLE.-A re

sponsible part.y may not transfer the liabil
ity imposed under this section to any other 
person. 

(2) INDEMNIFICATION AGREEMENTS.-Noth
ing in this subtitle shall preclude an agree
ment whereby a person who, by an agree
ment with a responsible party, agrees to in
demnify the responsible party for the liabil
ity imposed under subsection (a). 

(g) RELATIONSHIP TO OTHER CAUSES OF 
ACTION.-Nothing in this part shall bar a 
cause of action that a responsible party sub
ject to liability under this section or a guar
antor has or would have by reason of subro
gation or otherwise against any person. 

(h) RELATIONSHIP TO OTHER LAW.-To the 
extent that it is in conflict with, or other
wise inconsistent with, any other law <other 
than part 5 or any amendment made by 
part 5) relating to liability or the limitation 
thereof, this section supersedes such other 
law. 

(i) ADMINISTRATIVE COSTS.-The Trust 
Fund shall not be available for the payment 
of costs and expenses of administration of 
this subtitle, unless such costs and expenses 
are necessary for and incidental to the im
plementation of this subtitle. 
SEC. 6505. FINANCIAL RESPONSIBILITY. 

(a) VESSELS.-' 
(1) REQUIREMENT.-The responsible party 

with respect to each vessel <except a public 
vessel or a non-self-propelled vessel that 
does not carry oil as cargo or fuel) over 
three hundred gross tons that uses a facility 
or the navigable waters shall establish and 
maintain, in accordance with regulations 
promulgated by the Secretary, evidence of 
financial responsibility sufficient to satisfy 
the maximum liability under section 6504 to 
which the responsible party would be ex
posed in a case where he would be entitled 
to limit his liability in accordance with sub
section (b) of section 6504. In cases where a 
responsible party owns or operates more 
than one vessel subject to this subsection, 
evidence of financial responsibility need be 
established only to meet the maximum li
ability applicable to the largest of such ves
sels. 

(2) WITHHOLDING CLEARANCE.-The Secre
tary of the Treasury shall withhold or 
revoke the clearance required by section 
4197 of the Revised Statutes of the United 
States of any vessel subject to this subsec
tion that does not have the certification re
quired under this subsection or the regula
tions issued hereunder. 

(3) DENYING ENTRY TO OR DETAINING VES· 
SELS.-The Secretary of the department in 
which the Coast Guard is operating may <A> 
deny entry to any facility, to any port or 
place in the United States, or to the naviga
ble waters, or <B> detain at the facility or at 
the port or place in the United States, any 
vessel subject to this subsection that, upon 
request, does not produce the certification 
required under this subsection or regula
tions issued hereunder. 

(b) FACILITIES.-The responsible party 
with respect to each facility shall establish 
and maintain, in accordance with regula
tions issued by the Secretary, evidence of fi
nancial responsibility sufficient to satisfy 
the maximum amount of liability to which 
the responsible party would be exposed in a 
case where he would be entitled to limit his 
liability in accordance with subsection (b) of 
section 6504. In cases where the responsible 
party is responsible for more than one facili
ty subject to this subsection, evidence of fi
nancial responsibility need be established 
only to meet the maximum liability applica
ble to one such facility. 

<c> METHons.-Financial responsibility 
under this section may be established by 
any one, or by any combination, of the fol
lowing methods acceptable to the Secretary: 
evidence of insurance, surety bond, qualifi
cation as a self-insurer, or other evidence of 
financial responsibility. Any bond filed shall 
be issued by a bonding company authorized 
to do business in the United States. 

(d) CLAIMS AGAINST GUARANTOR.-Any 
claim authorized by section 6503(a) may be 
asserted directly against any guarantor pro
viding evidence of financial responsibility as 
required under this section for any responsi
ble party with respect to a facility or vessel. 
In defending against such a claim, the guar
antor may invoke all rights and defenses 
which would be available to the respollSible 
party under this part. He may also invoke 
the defense that the incident was caused by 
the willful misconduct of the respollSible 
party, but he may not invoke any other de
fellSe that he might be entitled to invoke in 
proceedings brought by the respollSible 
party against him. 

(e) LIMITATION ON GUARANTOR'S LIABIL· 
ITY.-Nothing in this part shall impose li
ability with respect to an incident on any 
guarantor for damages or removal costs 
which exceeds, in the aggregate, the 
amount of financial responsibility which 
that guarantor has provided for the respon
sible party for any vessel or facility that was 
a source of oil pollution in that incident. 
Nothing in this subsection shall be con
strued to limit any other statutory, contrac
tual, or common law liability of a guarantor 
to any respollSible party for whom such 
guarantor provides evidence of financial re
sponsibility including, but not limited to, 
the liability of such guarantor for negotiat
ing in bad faith a settlement of any claim. 
SEC. 6506. DESIGNATION AND ADVERTISEMENT. 

(a) DESIGNATION OF SOURCE AND NOTIFICA· 
TION.-When the Secretary receives infor
mation of an incident that involves oil pollu
tion, he shall, where possible and appropri
ate, designate the source or sources of the 
oil pollution. If a designated source is a 
vessel or a facility, the Secretary shall im
mediately notify the responsible party and 
the guarantor, if known, of that designa
tion. 

(b) ADVERTISEMENT BY THE RESPONSIBLE 
PARTY OR GUARANTOR.-If a responsible 
party or guarantor fails to inform the Secre
tary, within five days after receiving notifi-
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cation of a designation under subsection <a>, 
of his denial of the designation. such party 
or guarantor shall advertise the designation 
and the procedures by which claims may be 
presented to such party or guarantor, in ac
cordance with regulations promulgated by 
the Secretary. Advertisement under the pre
ceding sentence shall begin no later than 
fifteen days after the date of the designa
tion made under subsection <a>. If advertise
ment is not otherwise made in accordance 
with this subsection, the Secretary shall 
promptly and at the expense of the respon
sible party or the guarantor involved, adver
tise the designation and the procedures by 
which claims may be presented to the re
sponsible party or guarantor. Advertisement 
under this subsection shall continue for a 
period of no less than thirty days. 

(C) ADVERTISEMENT BY THE SECRETARY.
If-

< 1 > the responsible party and the guaran
tor both deny a designation within five days 
after receiving notification of a designation 
under subsection <a>. 

<2> the source of the oil pollution was a 
public vessel. or 

<3> the Secretary is unable to designate 
the source or sources of the oil pollution 
under subsection <a>, 
the Secretary shall advertise or otherwise 
notify potential claimants of the procedures 
by which claims may be presented to the 
Trust Fund. 
SEC. 6507. CLAIMS SETILEMENT. 

(a) PRESENTATION TO RESPONSIBLE PARTY 
OR GUARANTOR.-Except as provided in sub
section (b), all claims shall be presented to 
the responsible party or guarantor of the 
source designated under section 6506(a). 

(b) PRESENTATION TO TRUST FUND.-Claims 
may be presented to the Trust Fund-

< 1> where the Secretary has advertised or 
otherwise notified claimants in accordance 
with section 6506<c>; 

(2) by a responsible party who may assert 
a claim under section 6503<a>; 

(3) by the Governor of a State for cleanup 
costs incurred by that State; or 

(4) by a United States claimant in a case 
where a foreign offshore unit has dis
charged oil causing damage for which the 
Trust Fund is liable under section 
6504(d)(2). 

(c) ELECTION.-If a claim is presented in 
accordance with subsection <a> and-

< 1 > each person to whom the claim is pre
sented denies all liability for the claim, or 

<2> the claim is not settled by any person 
by payment within 180 days after the date 
upon which <A> the claim was presented, or 
<B> advertising was begun pursuant to sec
tion 6506(b), whichever is later, 
the claimant may elect to commence an 
action in court against the responsible party 
or guarantor or to present the claim to the 
Trust Fund. Such an election shall be irrev
ocable and exclusive. 

(d) UNCOMPENSATED DAMAGES.-If a claim is 
presented in accordance with subsection <a> 
and full and adequate compensation is un
available, either because the claim exceeds a 
limit of liability invoked under section 6504 
or because the responsible party and his 
guarantor are financially incapable of meet
ing their obligations in full, a claim for the 
uncompensated damages may be presented 
to the Trust Fund. 

(e) TRANSMITTAL OF CLAIM AND Docu-
MENTS.-In the case of a claim which has 
been presented to any person under subsec
tion <a> and which is being presented to the 
Trust Fund under subsection <c> or (d), that 
person, at the request of the claimant, shall 

transmit the claim and supporting docu
ments to the Trust Fund. The Secretary 
may, by regulation, prescribe the documents 
to be so transmitted and the terms under 
which they are to be transmitted. 

<f> PRocEDUREs.-The Secretary shall es
tablish procedures and standards for the 
prompt appraisal and settlement of claims 
against the Trust Fund, including proce
dures for ensuring the rapid and equitable 
settlement of claims submitted by the Gov
ernor of any State for cleanup costs in
curred by that State. 

(g) USE OF PRIVATE ORGANIZATIONS AND 
FEDERAL PERSONNEL.-The Secretary may 
use the facilities and services of private in
surance and claims adjusting organizations 
or State agencies in processing claims 
against the Trust Fund and may contract 
for those facilities and services. To the 
extent necessitated by extraordinary cir
cumstances, where the services of private 
organizations or State agencies are inad
equate, the Secretary may use Federal per
sonnel, on a reimbursable basis, to process 
claims against the Trust Fund. 

(h) JUDICIAL REVIEW.-Any claimant, or 
any other person suffering legal wrong be
cause of, or adversely affected or aggrieved 
by. a final determination of the Secretary 
with respect to a claim, may bring an action 
for judicial review of the determination in 
accordance with chapter 7 of title 5, United 
States Code. Such action shall be brought 
under section 6509 and shall be the exclu
sive judicial remedy with respect to such 
final determination of the Secretary. Such 
an action shall be filed not later than thirty 
days after the Secretary issues notification 
of the final determination. Venue for any 
such action shall lie in any district wherein 
the claimant resides, in addition to any dis
trict described in section 6509Cb). 

(i) ACTIONS AGAINST RESPONSIBLE PARTY 
OR GUARANTOR.-

( 1) SERVICE OF PLEADINGS ON TRUST FUND.
In any action brought under this part 
against a responsible party or guarantor, 
both the plaintiff and defendant shall serve 
a copy of the complaint and all subsequent 
pleadings therein upon the Trust Fund at 
the same time those pleadings are served 
upon the opposing parties. 

(2) INTERVENTION OF TRUST FUND.-The 
Trust Fund may intervene as a party as a 
matter of right in any action in which a 
complaint has been served upon it under 
paragraph < 1>. 

(3) ADMISSION OF LIABILITY.-In any action 
to which the Trust Fund is a party, if the 
responsible party or his guarantor admits li
ability under this part, the Trust Fund shall 
be dismissed therefrom to the extent of the 
admitted liability. 

<4> EFFECT OF JUDGMENT.-If the Trust 
Fund has been served a copy of the com
plaint and all subsequent pleadings in an 
action referred to in paragraph < 1 ), the 
Trust Fund shall be bound by any judgment 
entered therein, whether or not the Trust 
Fund was a party to the action. 

(5) FAILURE TO SERVE PLEADINGS.-(A) If 
the plaintiff fails to serve a copy of the com
plaint upon the Trust Fund as required by 
paragraph < 1>, the plaintiff shall not recov
er from the Trust Fund any sums not paid 
by the defendant. 

<B> If the defendant fails to serve a copy 
of the initial answer to a complaint upon 
the Trust Fund as required by paragraph 
< 1), the limitation of liability otherwise per
mitted by subsection (b) of section 6504 
shall not be available to the defendant. 

<C> If neither the plaintiff nor the defend
ant serves a copy of the complaint and all 

subsequent pleadings upon the Trust Fund 
as required in paragraph (1), the Trust 
Fund may serve a motion for a new trial for 
the purposes specified in this subparagraph. 
The motion must be served not later than 
ten days after the Trust Fund has received _ 
notice of the entry of the judgment in the 
action, but in no case later than ninety days 
after the entry of that judgment. The Trust 
Fund must establish in its motion that, due 
to the failure of the plaintiff or defendant 
to comply with paragraph < 1>, the Trust 
Fund failed to receive timely notice of one 
or more issues raised in the action, which 
might affect the liability of the Trust Fund 
in any case brought under this part. When 
the Trust Fund does so, the court shall open 
the judgment, if one has been entered, and 
shall take additional pleadings and testimo
ny on the identified issue or issues. The 
court may amend findings of fact and con
clusions of law or make new findings and 
conclusions and direct the entry of a new 
judgment in the action. 

(j) JOINDER OF PARTIES.-ln any action 
brought against the Trust Fund the plain
tiff may join any responsible party or his 
guarantor, and the Trust Fund may implead 
any person, who is or may be liable to the 
Trust Fund. 

(k) PERIOD OF LIMITATIONS.-No claim may 
be presented, nor may any action be com
menced for damages recoverable under this 
part, unless that claim is presented to, or 
that action is commenced against, a respon
sible party or his guarantor or against the 
Trust Fund as to their respective liabilities, 
within three years from the date of discov
ery of the economic loss for which a claim 
may be asserted under subsection <a> of sec
tion 6503, or within six years of the date of 
the incident which resulted in that loss, 
whichever is earlier. 
SE~. 6508. SUBROGATION. 

(a) RIGHT OF SUBROGATION.-Any person, 
including the Trust Fund, who compensates 
any claimant for an economic loss compen
sable under section 6503 shall be subrogated 
to all rights, claims, and causes of action 
which that claimant has under this part. 

(b) RECOVERY BY TRUST FuND.-
(1) DENIAL OF SOURCE DESIGNATION OR LI

ABILITY.-ln a case in which the Trust Fund 
has compensated a claimant for a claim pre
sented to the Trust Fund under section 
6507<b><1> or 6507<c><l>, the Trust Fund 
shall recover under subsection (a)-

<A> the amount the Trust Fund has paid 
to the claimant; 

<B> interest on that amount for the period 
beginning on the date on which the claim 
was first presented by the claimant to the 
Trust Fund or the responsible party or 
guarantor and ending on the date on which 
the Trust Fund is paid by the responsible 
party or guarantor, except that if the Trust 
Fund offered to the claimant the amount fi
nally paid by the Trust Fund to the claim
ant in satisfaction of the claim against the 
Trust Fund the responsible party or guaran
tor shall not be liable for interest for the 
period beginning on the date the Trust 
Fund made such offer and ending on the 
date on which the claimant accepted such 
offer; and 

<C> all costs incurred by the Trust Fund 
by reason of the claim of the claimant 
against the Trust Fund and by reason of the 
claim of the Trust Fund against the respon
sible party or guarantor. 

(2) FAILURE TO SETTLE WHERE PAYMENT BY 
TRUST FUND EXCEED OFFER BY RESPONSIBLE 
PARTY.-In a case in which the Trust Fund 
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has compensated a claimant for a claim pre
sented to the Trust Fund under section 
6507<c><2> where the amount the Trust 
Fund has paid to the claimant exceeds the 
largest amount, if any, the responsible party 
or guarantor offered to the claimant in sat
isfaction of the claim of the claimant 
against the responsible party or guarantor, 
the Trust Fund shall recover under subsec
tion <a>-

<A> the amount the Trust Fund has paid 
the claimant, except that the portion of 
such amount in excess of the amount of
fered to the claimant by the responsible 
party or guarantor shall be subject to dis
pute by the responsible party or guarantor; 

<B> interest on the portion of such excess, 
if any, which is recovered by the Trust 
Fund, for a period determined in the same 
manner as in paragraph U><B>; and 

<C> all costs incurred by the Trust Fund 
by reason of the claim of the Trust Fund 
against the responsible party or guarantor. 

(3) FAILURE TO SETTLE WHERE PAYMENT OF 
TRUST FUND DOES NOT EXCEED OFFER BY RE
SPONSIBLE PARTY.-In a case in Which the 
Trust Fund has compensated a claimant for 
a claim presented to the Trust Fund under 
section 6507<c><2> where the amount the 
Trust Fund has paid to the claimant is less 
than or equal to the largest amount the re
sponsible party or guarantor offered to the 
claimant in satisfaction of the claim of the 
claimant against the responsible "party or 
guarantor, the Trust Fund shall recover 
under subsection <a>-

<A> the amount the Trust Fund has paid 
to the claimant; and 

<B> interest-
(i) for the period beginning on the date on 

which the claim was presented by the claim
ant to the responsible party or guarantor 
and ending on the date on which the re
sponsible party or guarantor offered to the 
claimant the largest amount referred to in 
this paragraph, except that if the responsi
ble party or guarantor offered such amount 
within sixty days after the date upon which 
the claim of the claimant was presented to 
the responsible party or guarantor or adver
tising was commenced under section 6506, 
whichever is later, the responsible party or 
guarantor shall not be liable for interest for 
such period; and 

<ii> for the period beginning on the date 
on which the claim of the Trust Fund 
against the responsible party or guarantor 
was presented to the responsible party or 
guarantor to the date on which the Trust 
Fund is paid, inclusive, except that if the re
sponsible party or guarantor offers to the 
Trust Fund the amount finally paid to the 
Trust Fund in satisfaction of the claim of 
the Trust Fund, interest shall not be paid 
for the period beginning on the date on 
which such offer is made and ending on the 
date on which the Trust Fund accepts that 
offer, inclusive. 

(4) SPECIAL RULES.-For purposes of this 
subsection-

< A> interest shall be calculated in accord
ance with section 6504<e>; and 

<B> costs recoverable under paragraphs 
U><C> and <2><C> include, but are not limit
ed to, processing costs, investigating costs, 
court costs, and attorney's fees. 

(C) PAYMENT OF CERTAIN INTEREST TO 
CLAIMANT.-The Trust Fund shall pay over 
to the claimant that portion of any interest 
the Trust Fund recovers under subsections 
(b)(l)(B) and (b)(2)(B) for the period begin
ning on the date on which the claim of the 
claimant was first presented to the Trust 
Fund or the responsible party or guarantor 
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to the date upon which the claimant was 
paid by the Trust Fund, inclusive. 

(d) APPLICATION OF LIABILITY LIMITS.
The Trust Fund is entitled to recover for all 
interest and costs specified in subsection (b) 
without regard to any limitation of liability 
to which the responsible party or guarantor 
may otherwise be entitled. The payment of 
such interest and costs by a guarantor shall 
be subject to section 6505<e>. 
SEC. 6509. JURISDICfiON AND VENUE. 

<a> JuRISDICTION.-The United States dis
trict courts shall have original jurisdiction 
over all controversies arising under this part 
and parts 2 and 3, without regard to the citi
zenship of the parties or the amount in con
troversy. 

(b) VENUE.-Unless otherwise provided in 
this subtitle, venue shall lie in any district 
wherein the injury complained of occurred, 
or wherein the responsible party or guaran
tor resides, may be found, or has his princi
pal office. For purposes of this section, the 
Trust Fund resides in the District of Colum
bia. 
SEC. 6510. RELATIONSHIP TO OTHER LAW. 

<a> Plu:EMPTION.-Except as provided in 
this subtitle, or in section 9505 of the Inter
nal Revenue Code of 1954-

< 1 > no action may be brought in any court 
of the United States, or of any State or po
litical subdivision thereof, for an economic 
loss compensable under this part, and 

(2) no person may be required to establish 
or maintain evidence of financial responsi
bility relating to the satisfaction of a claim 
compensable under this part. 

(b) PRESERVATION OF STATE FuNDS.-Noth
ing in this subtitle or section 9505 of the In
ternal Revenue Code of 1954 shall affect the 
authority of any State to establish or con
tinue in effect, and to require any person to 
contribute to, a fund a purpose of which is 
to pay for costs or damages arising out of or 
directly resulting from oil pollution or the 
substantial threat of oil pollution. 

(C) ACTIONS BY TRUST FuND.-Nothing in 
subsection <a> shall prohibit an action by 
the Trust Fund under any other provision 
of law to recover compensation paid under 
this part. • 

(d) No PREEMPTION OF CIVIL PENALTIES.
Nothing in this subtitle or section 9505 of 
the Internal Revenue Code of 1954 shall 
affect the authority of the United States or 
any State or political subdivision thereof to 
impose, or to determine the amount of, any 
fine or penalty for any violation of law re
lating to the discharge, or substantial threat 
of a discharge, of oil. 
SEC. 6511. PENALTIES. 

Any person who, after notice and an op
portunity for a hearing, is found to have 
failed to comply with the requirements of 
section 6505 or the regulations issued there
under or with any denial or detention order 
shall be liable to the United States for a 
civil penalty, not to exceed $10,000 for each 
violation. The amount of the civil penalty 
shall be assessed by the Secretary by writ
ten notice. In determining the amount of 
such penalty, the Secretary shall take into 
account the nature, circumstances, extent, 
and gravity of the prohibited acts commit
ted and, with respect to the violator, the 
degree of culpability, any history of prior 
offenses, ability to pay, and such other mat
ters as justice may require. The Secretary 
may compromise, modify, or remit with or 
without conditions, any civil penalty which 
is subject to imposition or which has been 
imposed under this section. If any person 
fails to pay an assessment of a civil penalty 
after it has become final, the Secretary may 

refer the matter to the Attorney General 
for collection. 
SEC. 6512. AUTHORIZATION OF APPROPRIATIONS. 

There are authorized to be appropriated 
for fiscal years beginning on or after Octo
ber 1, 1986, such sums as may be necessary 
to carry out this subtitle. 
PART 2-REPORT AND COORDINATION WITH 

OTHER PROVISIONS 
SEC. 6521 . ANNUAL REPORT. 

The Secretary shall report annually to the 
Congress on the activities of the Trust Fund 
during the preceding year. The Secretary 
shall include in any such report any recom
mendations for legislative changes needed 
for the Trust Fund to carry out the pur
poses of this subtitle. 
SEC. 6522. COORDINATION WITH OTHER PROVI

SIONS OF THIS SUBTITLE. 
(a) If any provision of this subtitle pro

vides that the balance in any fund <herein
after in this subsection referred to as the 
"transferor fund") is to be transferred to 
the Trust Fund, any claim which arises 
before the effective date of such transfer <to 
the extent such claim would have been pay
able out of the transferor fund), shall be 
payable out of the Trust Fund. 

(b) If any provision of this subtitle au
thorizes amounts to be expended from the 
Trust Fund which are not authorized by 
part 5 <or an amendment made by part 5), 
such provision shall have no force or effect. 
PART 3-REGULATIONS, EFFECTIVE DATES, 

AND SAVINGS PROVISIONS 
SEC. 6531. EFFECfiVE DATES. 

(a) PROVISIONS TAKING EFFECT ON DATE OF 
ENACTMENT.-This section, section 6501, sec
tion 6502, section 6512, part 2, section 
6532<a><1> and (3), section 6533, 6534, and 
each provision of part 1 that authorizes the 
promulgation of regulations shall be effec
tive on the date of the enactment of this 
subtitle. 

(b) PART 4.-Part 4 shall take effect on the 
first date on which both the International 
Convention on Civil Liability for Oil Pollu
tion Damage and the International Conven
tion on the Establishment of an Interna
tional Fund for Compensation for Oil Pollu
tion Damage are in force with respect to the 
United States. 

(C) PROVISIONS TAKING EFFECT IN 180 
DAYs.-All other provisions of this subtitle, 
and the regulations issued under this sub
title, shall take effect 180 days after the 
date of enactment of this subtitle, except 
that the penalty prescribed by section 6511 
for failure to comply with the requirements 
of section 6505 or the regulations issued 
thereunder shall not be effective until the 
ninetieth day after issuance of those regula
tions or the two hundred and seventieth day 
after the date of enactment of this subtitle, 
whichever is earlier. 

(d) REGULATIONS RESPECTING FINANCIAL 
RESPONSIBILITY.-Any regulation respecting 
financial responsibility, issued pursuant to 
any provision of law repealed by section 
6532, and in effect on the day immediately 
preceding the effective date of section 6532 
shall remain in force until superseded by 
regulations issued under part 1. 
SEC. 6532. CONFORMJNG AMENDMENTS. 

(a) TRANs-ALAsKA PIPELINE AUTHORIZATION 
ACT.-<1> The first sentence of subsection 
<b> of section 204 of the Trans-Alaska Pipe
line Authorization Act (43 U.S.C. 1653(b); 87 
Stat. 586) is amended by inserting "in the 
State of Alaska" after "any area" and by in
serting "related to the trans-Alaska oil pipe
line" after "any activities". Such subsection 
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is further amended by inserting at the end 
thereof the following new sentence: "This 
subsection shall not apply to removal costs 
resulting from oil pollution as that term is 
defined in section 6501 of the Comprehen
sive Oil Pollution Liability and Compensa
tion Act.". 

<2> Subsection <c> of section 204 of the 
Trans-Alaska Pipeline Authorization Act <43 
U.S.C. 1653(c)) is repealed. Such repeal shall 
not affect the applicability of such subsec
tion to claims arising before the effective 
date of this paragraph. Notwithstanding 
section 6531, the repeal of-

<A> paragraph <4> of such subsection <es
tablishing the Trans-Alaska Pipeline Liabil
ity Fund), 

<B> paragraph <5> of such subsection <to 
the extent it permits costs of administration 
to be paid from the Fund and permits 
amounts in the Fund to be invested>, and 

<C> paragraph (8) of such subsection <per
mitting recovery by subrogation>, 
shall only become effective upon the pay
ment by the Board of Trustees of the Trans
Alaska Pipeline Liability Fund of all claims 
certified undtr paragraph <3> of this subsec
tion, the rebate of all remaining amounts 
under paragraph (3) of this subsection, and 
the completion of all actions required to 
carry out paragraph <3> of this subsection. 

<3><A> Not later than 210 days after the 
date of enactment of this paragraph, the 
Board of Trustees of the Trans-Alaska Pipe
line Liability Fund shall certify to the Sec
retary of Transportation the total amount 
of claims outstanding against such Fund, as 
of the effective date of paragraph <2> of this 
subsection. The amount in the Trans-Alaska 
Pipeline Liability Fund exceeding the total 
amount certified under the preceding sen
tence shall be rebated directly, on a pro rata 
basis, to the owners of the oil at the time it 
was loaded on the vessel. 

<B> After the settlement of all claims de
scribed in subparagraph <A> and the comple
tion of all actions, if any, by the Trans
Alaska Pipeline Liability Fund for recovery 
of amounts paid on such claims, the remain
ing amounts in such Fund shall be rebated 
directly, on a pro rata basis, to the owners 
of the oil at the time it was loaded on the 
vessel. 

<C> Whenever a rebate is made on a pro 
rata basis to the owners of oil under sub
paragraph <A> or <B>, each such owner's 
share of the rebate shall be an amount de
termined by dividing the amount contribut
ed by such owner to the Trans-Alaska Pipe
line Liability Fund by the total amount con
tributed by all such owners to such Fund. 

<D> Trustees and former trustees of the 
Trans-Alaska Pipeline Liability Fund who 
were designated by the Secretary of the In
terior shall not be subject to any liability in
curred by that Fund or by the present and 
past officers and trustees of that Fund, 
other than liability for gross negligence or 
willful misconduct. 

(b) INTERVENTION ON THE HIGH SEAS ACT.
Section 17 of the Intervention on the High 
Seas Act (33 U.S.C. 1486; 88 St~t. 10> is 
amended to read as follows: 

"SEc. 17. The Oil Spill Liability Trust 
Fund established under section 9505 of the 
Internal Revenue Code of 1954 shall be 
available to the Secretary for actions and 
activities relating to oil pollution (as defined 
in section 6501 of the Comprehensive Oil 
Pollution Liability and Compensation Act), 
or the substantial threat of oil pollution, 
taken under section 5 of this Act.". 

(C) FEDERAL WATER POLLUTION CONTROL 
ACT.-Section 311 of the Federal Water Pol
lution Control Act is amended as follows: 

< 1 > Subsection <a> is amended by striking 
out the period at the end of paragraph (17) 
and inserting in lieu thereof a semicolon 
and by adding at the end the following new 
paragraph: 

"(18) 'person in charge' means the individ
ual immediately responsible for the oper
ation of a vessel or facility.". 

<2> Paragraph <5> of subsection (b) is 
amended in the last sentence by inserting 
after "person" the following: "or his em
ployer". 

(3) Subparagraph <A> of paragraph <6> of 
subsection <b> is amended-

<A> in the first and second sentences, by 
striking out "or person in charge" each 
place it appears and inserting in lieu thereof 
"person in charge, or employer of such 
person in charge"; and 

<B> in the third sentence, by striking out 
"the owner or operator" and inserting in 
lieu thereof "whoever being". 

(4) Subparagraph <B> of paragraph <6> of 
subsection <b> is amended in the first and 
second sentences by striking out "or person 
in charge" each place it appears and insert
ing in lieu thereof "person in charge, or em
ployer of such person in charge". 

(5) Subsection <c><2><H> is amended by 
striking out "from the fund established 
under subsection <k> of this section for the 
reasonable costs incurred in such removal" 
and inserting in lieu thereof the following: 
". in the case of any discharge of oil from a 
vessel or facility, for the reasonable costs in
curred in such removal from the Oil Spill 
Liability Trust Fund". 

<6> Subsection (d) is amended by striking 
out the last sentence. 

<7> Subsections (f), (g), and (i) of section 
311 of the Federal Water Pollution Control 
Act shall not apply with respect to any dis
charge of oil resulting in damages for which 
a claim may be asserted under part 1 of this 
subtitle. 

(8) Subsection (i) is amended by striking 
out "(1)" after "(i)" and by striking out 
paragraphs <2> and (3). 

<9><A> Subsection (k) is repealed, effective 
upon the payment from the fund estab
lished by such subsection of all claims certi
fied under subparagraph <B> and all remain
ing amounts to the general fund of the 
Treasury under subparagraph <B>. 

<B> Not later than 180 days after the ef
fective date of this paragraph, the Secretary 
of Transportation shall certify to the Secre
tary of the Treasury the total amount of 
the claims outstanding against the fund es
tablished by subsection <k> as of the effec
tive date of this paragraph. The amount in 
such fund exceeding the total amount certi
fied shall be transferred to the general fund 
of the Treasury. If the amount paid in set
tlement of such claims is less than the 
amount so certified, the remainder shall be 
transferred to the general fund of the 
Treasury. Any amounts received by the 
United States under section 311 with re
spect to such claims after the effective date 
of the repeal of subsection <k> shall be de
posited in the general fund of the Treasury. 

(10) Subsection (l) is amended by striking 
out the second sentence. 

<11> Subsection (p) is repealed. 
<12) Section 311 is amended by adding at 

the end thereof the following new subsec
tion: 

"(s) The Oil Spill Liability Trust Fund 
shall be available to carry out subsections 
<c>. (d), m. and (1) as those subsections 

relate to discharges of oil. Any amounts re
ceived by the United States under this sec
tion with respect to claims arising on or 
after the effective date of this sqbsection 
shall be deposited in the Oil Spill Liability 
Trust Fund.". 

(d) DEEPWATER PORT ACT OF 1974.-The 
Deepwater Port Act of 1974 (33 U.S.C. 1501 
et seq.; 88 Stat. 2126> is amended as follows: · 

(1) Section 4<c><l> is amended by striking 
out "section 18(1) of this Act" and inserting 
in lieu thereof "section 6505 of the Compre
hensive Oil Pollution Liability and Compen
sation Act". 

<2> Subsections <b>, <d>, (e), (f), (g), (h), (i), 
(j), m, and <n> of section 18 are repealed 
and subsections <c>. (k), and <m> of section 
18 are redesignated as subsections <b>. (c), 
and (d), respectively. 

<3> Paragraph (3) of subsection (b) of sec
tion 18 <as redesignated by paragraph <2» is 
amended by striking out "Deepwater Port 
Liability Fund established pursuant to sub
section (f) of this section." and inserting in 
lieu thereof "Oil Spill Liability Trust 
Fund.". 

<4> Subsection <c> of section 18 <as redesig
nated by paragraph (2)) is amended to read 
as follows: 

"(c) This section shall not be interpreted 
to preclude any State from imposing addi
tional requirements, not inconsistent with 
the provisions of the Comprehensive Oil 
Pollution Liability and Compensation Act, 
for any discharge of oil from a deepwater 
port or a vessel within any safety zone.". 

<5> Any amounts remaining in the Deep
water Port Liability Fund established by 
section 18(!) of the Deepwater Port Act of 
1974 shall be deposited in the Oil Spill Li
ability Trust Fund. The Oil Spill Liability 
Trust Fund shall assume all liability in
curred by the Deepwater Port Liability 
Fund under the Deepwater Port Act of 1974. 

(e) OUTER CoNTINENTAL SHELF LANDs ACT 
AMENDMENTS OF 1978.-Title III of the Outer 
Continental Shelf Lands Act Amendments 
of 1978 <Public Law 95-372> is repealed. Any 
amounts remaining in the Offshore Oil Pol
lution Compensation Fund established 
under section 302 of that title shall be de
posited in the Oil Spill Liability Trust Fund 
established under section 9505 of the Inter
nal Revenue Code of 1954. The Oil Spill Li
ability Trust Fund shall assume all liability 
incurred by the Offshore Oil Pollution 
Compensation Fund under title III of the 
Outer Continental Shelf Lands Act Amend
ments of 1978. 
SEC. 6533. REGULATIONS AND DELEGATION OF AU

THORITY. 
The Secretary of Transportation may pre

scribe regulations to carry out this subtitle. 
SEC. 6534. SEPARABILITY. 

If any provision of this subtitle or the ap
plicability thereof is held invalid, the re
mainder of this subtitle shall not be affect
ed thereby. 

PART 4-IMPLEMENTATION OF 
CONVENTIONS 

SEC. 6541. RECOGNITION OF THE INTERNATIONAL 
FUND. 

The International Oil Pollution Compen
sation Fund established by article 2 of the 
International Fund Convention is recog
nized under the laws of the United States as 
a legal person and shall have the capacity 
under the laws of the United States to con
tract, to acquire and dispose of real and per
sonal property, and to institute and be a 
party to legal proceedings. The Director of 
the International Fund is recognized as the 
legal representative of the International 
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Fund. The Director shall be deemed to have 
appointed irrevocably the Secretary of 
State his agent for service of process in any 
action against the International Fund in 
any court in the United States. 
SEC. 6542. SERVICE OF PROCESS AND INTERVEN

TION. 
(a) SERVICE OF PROCESS ON FuNDS.-In any 

action brought in a court in the United 
States against the owner of a ship or his 
guarantor under the Civil Liability Conven
tion, the plaintiff or defendant, as the case 
may be, shall serve a copy of the complaint 
and any subsequent pleading therein upon 
the International Fund and the Oil Spill Li
ability Trust Fund at the same time the 
complaint or other pleading is served upon 
the opposing parties. 

(b) INTERVENTION.-The International 
Fund may intervene as a party as a matter 
of right in any action brought in a court in 
the United States against the owner of a 
ship or his guarantor under the Civil Liabil
ity Convention. 

(C) EFFEcT OF JUDGMENT.-If the Interna
tional Fund has been served a copy of the 
complaint and all subsequent pleadings in 
an action referred to in subsection <a>. the 
International Fund shall be bound by any 
judgment entered therein, whether or not 
the International Fund was a party to the 
action. 
SEC. 6543. EXEMPTION FROM TAXATION. 

The International Fund and its assets 
shall be exempt from all direct taxation in 
the United States. 
SEC. 6544. PAYMENT OF CONTRIBUTIONS. 

(a) PAYMENTS To BE MADE FRoM OIL SPILL 
LIABILITY TRUST FuND.-The amount of any 
contribution to the International Fund 
which is required to be made under article 
10 of the International Fund Convention by 
any person with respect to oil received in 
any port, terminal installation, or other in
stallation located in the United States shall 
be paid to the International Fund from the 
Oil Spill Trust Fund. Before the Interna
tional Fund Convention enters into force 
with respect to the United States, the Presi
dent shall make, and deposit with the Secre
tary-General of the International Maritime 
Organization, a declaration under article 14 
of the International Fund Convention that 
the United States assumes the obligation to 
pay contributions under article 10 of such 
Convention in respect of oil received within 
the territory of the United States and that 
such amount will be paid from the Oil Spill 
Liability Trust Fund. 

<b> INFORMATION.-The Secretary shall, by 
regulation, require persons who are required 
to make contributions with respect to oil re
ceived in any port, terminal installation, or 
other installation in the United States 
under article 10 of the International Fund 
Convention to provide such information re
lating to that oil as may be necessary to 
carry out subsection <a>. 
SEC. 6545. JURISDICTION OF DISTRICT COURTS. 

<a> JURISDICTION.-The United States dis
trict courts shall have exclusive original ju
risdiction of all controversies arising under 
the Civil Liability Convention or the Inter
national Fund Convention in-

<1> the territory, including the territorial 
sea, of the United States, or 

<2> the exclusive economic zone of the 
United States established by Proclamation 
Numbered 5030, dated March 10, 1983, 
without regard to the citizenship of the par
ties or the amount in controversy. 

<b> VENUE.-Venue shall lie in any district 
wherein the injury complained of occurred, 

or wherein the defendant resides, may be 
found, or has his principal office. For pur
poses of this subsection, the International 
Fund shall reside in the District of Colum
bia. 
SEC. 6546. RECOGNITION OF JUDGMENTS. 

Any final judgment of a court of any 
nation which is a party to the Civil Liability 
Convention or the International Fund Con
vention in an action for compensation under 
either such convention shall be recognized 
by any court of the United States or of a 
State when that judgment has become en
forceable in such nation and is no longer 
subject to ordinary forms of review, except 
where-

< 1 > the judgment was obtained by fraud; 
or 

<2> the defendant was not given reasona
ble notice and a fair opportunity to present 
his case. 
SEC. 6547. FINANCIAL RESPONSIBILITY. 

(a) U.S. DOCUMENTED SHIPS.-The owner 
of each ship which is documented under the 
laws of the United States and is carrying 
more than two thousand tons of oil in bulk 
as cargo shall establish and maintain, in ac
cordance with regulations promulgated by 
the Secretary, evidence of financial respon
sibility in amounts sufficient to cover the 
maximum liability of such owner for pollu
tion damage arising from one incident under 
the Civil Liability Convention. The Secre
tary shall issue a certificate to each such 
owner who complies with this paragraph, in 
the form and manner required by the Civil 
Liability Convention. 

(b) U.S. OWNED SHIPS.-With respect to 
any ship owned by the United States, the 
Secretary shall issue a certificate stating 
that the ship is owned by the United States 
and that the ship's liability is covered 
within the limits of liability prescribed by 
the Civil Liability Convention. 

<c> OTHER SHIPs.-The owner of each ship 
<other than a ship to which subsection <a> 
or <b> applies), wherever registered, which is 
carrying more than two thousand tons of oil 
in bulk as cargo and which enters or leaves 
a port or offshore terminal in the United 
States (including the territorial seas> shall 
establish and maintain, in accordance with 
regulations promulgated by the Secretary, 
evidence of financial responsibility in 
amounts sufficient to cover the maximum li
ability of such owner for pollution damage 
arising from one incident under the Civil Li
ability Convention. The owner of a ship 
which is registered in, or flying the flag of, a 
nation which is a party to the Civil Liability 
Convention shall be considered to have met 
the requirements of this paragraph if the 
ship is carrying a certificate issued by such 
nation attesting that insurance or other fi
nancial security is in force which meets the 
requirements of such Convention. 

<d> WITHHOLDING CLEARANCE.-The Secre
tary of the Treasury shall withhold or 
revoke the clearance required by section 
4197 of the Revised Statutes of the United 
States of any ship which does not have a 
certificate showing compliance with the re
quirements of financial responsibility under 
subsection <a> or (c). 

(e) DENYING ENTRY AND DETAINING VES
SELS.-The Secretary of the department in 
which the Coast Guard is operating may <1> 
deny entry to any facility, to any port or 
place in the United States, or to the naviga
ble waters, or <2> detain at the facility or at 
the port or place in the United States, any 
vessel subject to this section that, upon re
quest, does not produce the certificate re-

quired under this section or regulations 
issued hereunder. 
SEC. 6548. CIVIL PENALTY. 

Any person who, after notice and an op
portunity for a hearing, is found to have 
failed to comply with the requirements of 
section 6544<b> or 6547, the regulations 
issued under either such section, or any 
denial or detention order under section 
6547<e> shall be liable to the United States 
for a civil penalty, not to exceed $10,000 for 
each violation. The amount of the civil pen
alty shall be assessed by the Secretary by 
written notice. In determining the amount 
of such penalty, the Secretary shall take 
into account the nature, circumstances, 
extent, and gravity of the prohibited acts 
committed and, with respect to the violator, 
the degree of culpability, any history of 
prior offenses, ability to pay, and such other 
matters as justice may require. The Secre
tary may compromise, modify, or remit with 
or without conditions any civil penalty 
which is subject to imposition or which has 
been imposed under this subsection. If any 
person fails to pay an assessment of a civil 
penalty after it has become final, the Secre
tary may refer the matter to the Attorney 
General for collection. 
SEC. 6549. WAIVER OF SOVEREIGN IMMUNITY. 

The United States waives all defenses 
based on its status as a sovereign State with 
respect to any controversy arising under the 
Civil Liability Convention or the Interna
tional Fund Convention relating to any ship 
owned by the United States and used for 
commercial purposes. 
SEC. 6550. RULES AND REGULATIONS. 

The Secretary may issue such rules and 
regulations as are necessary to implement 
the CiVIl Liability Convention and the Inter
national Fund Convention. 
SEC. 6551. DF.FINITIONS. 

For purposes of this part-
(1) terms defined in part 1 have the same 

meanings when used in this part; 
<2> the term "Civil Liability Convention" 

means the International Convention on 
Civil Liability for Oil Pollution Damage, 
1984; 

(3) the term "International Fund" means 
the International Oil Pollution Compensa
tion Fund established by article 2 of the 
International Fund Convention; and 

(4) the term "International Fund Conven
tion" means the International Convention 
on the Establishment of an International 
Fund for Compensation for Oil Pollution 
Damage, 1984. 
PART 5-0IL SPILL LIABILITY TRUST FUND 

AND ITS REVENUE SOURCES 

SEC. 6561. TAX ON PETROLEUM FOR O!L SPILL LI
ABILITY TRUST FUND. 

<a> IN GENERAL.-Subsections <a> and (b) 
of section 4611 of the Internal Revenue 
Code of 1954 <relating to environmental tax 
on petroleum> are each amended by striking 
out "of 0.79 cent a barrel" and inserting in 
lieu thereof "at the rate specified in subsec
tion <c>". 

(b) INCREASE IN TAX.-Section 4611 of SUCh 
Code is amended by redesignating subsec
tions <c> and (d) as subsections (d) and <e>. 
respectively, and by inserting after subsec
tion <b> the following new subsection: 

"(c) RATE OF TAX.-
"(1) IN GENERAL.-The rate of the taxes im

posed by this section is the sum of-
"<A> the Superfund financing rate, and 
"(B) the Oil Spill Liability Trust Fund fi

nancing rate. 
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"<2> RATES.-For purposes of paragraph 

(1)-

"(A) the Superfund financing rate is 0.79 
cent a barrel. and 

"<B> the Oil Spill Liability Trust Fund fi
nancing rate is 1.3 cents a barrel." 

(C) CREDIT AGAINST PORTION OF TAX AT
TRIBUTABLE TO OIL SPILL RATE.-Section 
4612 of such Code <relating to definitions 
and special rules> is amended by redesignat
ing subsection <c> as subsection (d) and by 
inserting after subsection (b) the following 
new subsection: 

" (C) CREDIT AGAINST PORTION OF TAX AT
TRIBUTABLE TO OIL SPILL RATE.-There shall 
be allowed as a credit against so much of 
the tax imposed by section 4611 as is attrib
utable to the Oil Spill Liability Trust Fund 
financing rate under section 4611<c> for any 
period an amount equal to the excess of the 
aggregate amount paid by the taxpayer into 
the Deepwater Port Liability Trust Fund 
and the Offshore Oil Pollution Compensa
tion Fund over the amount of such pay
ments taken into account under this subsec
tion for all prior periods." 

(d) CONFORMING AMENDMENTS.-
(1) Subsection <e> of section 4611 of such 

Code <relating to application of taxes>. as 
redesignated by subsection (b), is amended 
to read as follows: 

" (e) APPLICATION OF TAXES.-
"(1) SUPERFUND RATE.-The Superfund fi

nancing rate under subsection <c> shall not 
apply after September 30, 1985. 

"(2) OIL SPILL RATE.-The Oil Spill Liabil
ity Trust Fund financing rate under subsec
tion <c> shall apply after September 30, 
1986, and before October 1, 1990." 

<2> Subsection <c> of section 4661 of such 
Code <relating to termination of tax on cer
tain chemicals) is amended by striking the 
period at the end and inserting the follow
ing: "that is attributable to the Superfund 
financing rate under section 4611<c>.". 

(3) Subsection (b)(l) of section 221 of the 
Hazardous Substance Response Revenue 
Act of 1980 <relating to transfers to Super
fund) is amended by adding at the end 
thereof the following: 
"In the case of the tax imposed by section 
4611, subparagraph <A> shall apply only to 
so much of such tax as is attributable to the 
Superfund financing rate under section 
4611<c>." 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall take effect on Oc
tober 1, 1986. 
SEC. 6562. OIL SPILL LIABILITY TRUST FUND. 

<a> IN GENERAL.-Subchapter A of chapter 
98 of the Internal Revenue Code of 1954 <re
lating to establishment of trust funds> is 
amended by adding after section 9504 the 
following new section: 
"SEC. 9505. OIL SPILL LIABILITY TRUST FUND. 

"(a) CREATION OF TRUST FuND.-There is 
established in the Treasury of the United 
States a trust fund to be known as the 'Oil 
Spill Liability Trust Fund', consisting of 
such amounts as may be appropriated or 
credited to such Trust Fund as provided in 
this section or section 9602(b). 

"(b) TRANSFERS TO TRUST FuND.-There 
are hereby appropriated to the Oil Spill Li
ability Trust Fund amounts equivalent to-

"(1) taxes received in the Treasury under 
section 4611 <relating to environmental tax 
on petroleum> to the extent attributable to 
the Oil Spill Liability Trust Fund financing 
rate under section 461Hc>, 

"(2) amounts recovered, collected, or re
ceived under part 1 of the Comprehensive 
Oil Pollution Liability and Compensation 
Act, 

"(3) amounts remaining on the date of the 
enactment of this section in the Deepwater 
Port Liability Fund established by section 
18<0 of the Deepwater Port Act of 1974, 

"(4) amounts remaining on the date of the 
enactment of this section in the Offshore 
Oil Pollution Compensation Fund estab
lished under section 302 of the Outer Conti
nental Shelf Lands Act Amendments of 
1978, and 

"(5) amounts credited to such \.rust fund 
under section 311<s> of the Federal Water 
Pollution Control Act. 

" (C) EXPENDITURES.-
"( 1) GENERAL EXPENDITURE PURPOSES.
"(A) IN GENERAL.-Amounts in the Oil Spill 

Liability Trust Fund shall be available, as 
provided in appt'opriation Acts, only for pur
poses of making expenditures for-

"(i) the payment of removal costs de
scribed in section 6501<24><A> of the Com
prehensive Oil Pollution Liability and Com
pensation Act, 

" (ii) the payment of claims under the 
Comprehensive Oil Pollution Liability and 
Compensation Act for damage which is not 
otherwise compensated, 

" (iii) carrying out subsections <c>. (d), (i), 
and <I> of section 311 of the Federal Water 
Pollution Control Act with respect to any 
discharge of oil <as defined in such section), 

" (iv) carrying out section 5 of the Inter
vention on the High Seas Act relating to oil 
pollution or the substantial threat of oil pol
lution, 

" <v> the payment of all expenses of admin
istration incurred by the Federal Govern
ment under the Comprehensive Oil Pollu
tion Liability and Compensation Act, and 

" (vi) the payment of contributions to the 
International Fund under section 6544 of 
such Act. 

" (B) SPECIAL RULES.-
"(i) PAYMENTS TO GOVERNMENTS ONLY FOR 

REMOVAL COSTS.-Amounts shall be available 
under subparagraph <A> for payments to 
any government only for removal costs and 
administrative expenses related to removal 
costs. 

" (ii) RESTRICTIONS ON CONTRIBUTIONS TO 
INTERNATIONAL FUND.-Under regulations 
prescribed by the Secretary, amounts shall 
be available under subparagraph <A> with 
respect to any contribution to the Interna
tional Fund only in proportion to the por
tion of such fund used for a purpose for 
which amounts may be paid from the Oil 
Spill Liability Trust Fund. 

" (iii) REFERENCES TO OTHER ACTS.-Any ref
erence in any clause of subparagraph <A> to 
any Act shall be treated as a reference to 
such Act as in effect on the date of the en
actment of this section. 

" (2) LIMITATIONS ON EXPENDITURES.-
"(A) $200,000,000 PER INCIDENT.-The max

imum amount which may be paid from the 
Oil Spill Liability Trust Fund with respect 
to any single incident shall not exceed 
$200,000,000. 

"(B) $30,000,000 MINIMUM BALANCE.
Except in the case of payments described in 
paragraph (l)(A), a payment may be made 
from such Trust Fund only if the amount in 
such Trust Fund after such payment will 
not be less than $30,000,000. 

"(d) AUTHORITY TO BORROW.-
"(1) IN GENERAL.-There are authorized to 

be appropriated to the Oil Spill Liability 
Trust Fund, as repayable advances, such 
sums as may be necessary to carry out the 
purposes of such Trust Fund. 

"(2) LIMITATION ON AMOUNT OUTSTAND
ING.-The maximum aggregate amount of 
repayable advances to the Oil Spill Liability 

Trust Fund which is outstanding at any one 
time shall not exceed $300,000,000. 

"(3) REPAYMENT OF ADVANCES.-Rules simi
lar to the rules of paragraph (3) of section 
223<c> of the Hazardous Substance Re
sponse Revenue Act of 1980 shall apply for 
purposes of this subsection. 

"(4) FINAL REPAYMENT.-No advance shall 
be made to the Oil Spill Liability Trust 
Fund after September 30, 1990, and all ad
vances to such Fund shall be repaid on or 
before such date. 

" (e) LIABILITY OF THE UNITED STATES LIM
ITED TO AMoUNT IN TRUST FuND.-

"(1) GENERAL RULE.-Any claim filed 
against the Oil Spill Liability Trust Fund 
may be paid only out of such Trust Fund. 

" (2) COORDINATION WITH OTHER PROVI
SIONS.-Nothing in the Comprehensive Oil 
Pollution Liability and Compensation Act or 
in any amendment made by such Act shall 
authorize the payment by the United States 
Government of any amount with respect to 
any such claim out of any source other than 
the Oil Spill Liability Trust Fund. 

"(f) ORDER IN WHICH UNPAID CLAIMS ARE 
To BE PAID.-If at any time the Oil Spill Li
ability Trust Fund has insufficient funds <or 
is unable by reason of subsection (C)(2)) to 
pay all of the claims out of such Trust Fund 
at such time, such claims shall, to the 
extent permitted under such subsections, be 
paid in full in the order in which they were 
finally determined." 

(b) CLERICAL AMENDMENT.-The table of 
sections for subchapter A of chapter 98 of 
such Code is amended by adding after the 
item relating to section 9504 the following 
new item: 

"Sec. 9505. Oil Spill Liability Trust Fund." 
(C) EFFECTIVE DATE.-The amendments 

made by this section shall take effect on Oc
tober 1, 1986. 
Subtitle G-National Offshore Vessel Operators 

Safety Advisory Committee 

SEC. 6601. ESTABLISHMENT AND CONSULTATION. 
There is established a National Offshore 

Vessel Operators Safety Advisory Commit
tee <hereinafter in this subtitle referred to 
as the "Committee"). The Committee shall 
advise, consult with, and make recommenda
tions to the Secretary of the department in 
which the Coast Guard is operating <herein
after in this subtitle referred to as the "Sec
retary"> on matters relating to the safety 
aspects of offshore oil, gas, and other miner
al operations subject to regulation by the 
Secretary. The Secretary shall, whenever 
practicable, consult with the Committee 
before taking any significant action related 
to these offshore operations. Any advice or 
recommendation made by the Committee to 
the Secretary shall reflect the independent 
judgment of the Committee on the matter 
concerned. The Committee is authorized to 
make available to Congress any informa
tion, advice, and recommendations which 
the Committee is authorized to give to the 
Secretary. The Committee shall meet at the 
call of the Secretary, but in any event not 
less than once during each calendar year. 
All matters relating to or proceedings of the 
Committee shall comply with the Federal 
Advisory Committee Act (5 App. U.S.C.>. 
SEC. 6602. MEMBERSHIP. 

(a) FIFTEEN MEMBERS.-The Committee 
shall consist of fifteen members, who have 
particular expertise, knowledge, and experi
ence regarding the transportation and other 
technology, equipment, and techniques that 
are used, or are being deve~oped for use, in 
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the exploration for, or the recovery of, off
shore oil, gas, or other mineral resources, as 
follows: 

< 1) Two members representing enterprises 
engaged in the production of oil, gas, or 
other mineral resources, except that not 
more than one member may represent com
panies included on the list of restricted joint 
bidders prepared by the Department of the 
Interior; 

<2> Two members representing enterprises 
specializing in offshore drilling; 

(3) Two members representing enterprises 
specializing in the supply of offshore oil, 
gas, or other mineral exploration or recov
ery operations by water; 

(4) One member representing those en
gaged in each of the following specialities: 

<A> Construction of offshore exploration 
or recovery facilities; 

<B> Diving services related to offshore 
construction; and 

<C> Helicopter services related to offshore 
construction; 

<5> Two members representing individuals 
employed in offshore operations; 

(6) Two members representing environ
mental interests; and 

(7) Two members representing the general 
public. 

(b) APPOINTMENT.-The Secretary shall ap
point the members of the Committee after 
first soliciting nominations by notice pub
lished in the Federal Register. The Secre
tary may request the head of any other Fed
eral agency or department to designate a 
representative to advise the Committee on 
matters within the jurisdiction of that 
agency or department. 

(C) CHAIRMAN AND VICE CHAIRMAN.-The 
Committee shall elect, by majority vote at 
its first meeting, one of the members of the 
Committee as the Chairman and one of the 
members as the Vice Chairman. The Vice 
Chairman shall act as Chairman in the ab
sence or incapacity of, or in the event of a 
vacancy in, the Office of the Chairman. 

(d) MEMBERSHIP TERM.-Terms of mem
bers appointed to the Committee shall be 
for three years, except that the terms of 
those members first appointed under sec
tion 6602<a> (1), (2), and <3> shall be for two 
years. The Secretary shall, not less often 
than once a year, publish notice in the Fed
eral Register for solicitation of nominations 
for membership on the Committee. 
SEC. 6603. COMMI'ITEE ADMINISTRATION. 

Members of the Committee who are not 
officers or employees of the United States 
shall serve without pay and members of the 
Committee who are officers or employees of 
the United States shall receive no additional 
pay on account of their service on the Com
mittee. While away from their homes or 
regular places of business, members of the 
Committee may be allowed travel expenses, 
including per diem in lieu of subsistence, as 
authorized by section 5703 of title 5, United 
States Code. The Secretary shall furnish to 
the Committee an executive secretary and 
the secretarial, clerical, and other services 
necessary for the conduct of its business. 
There are authorized to be appropriated 
such sums as may be necessary to imple
ment the provision of this subtitle. 
SEC. 6604. TERMINATION DATE. 

The Committee shall terminate on Sep
tember 30, 1992. 
Subtitle H-Repeal of the Act Establishing the 

National Advisory Committee on Oceans and 
Atmosphere 
SEc. 6701. The National Advisory Commit

tee on Oceans and Atmosphere Act of 1977 

<33 U.S.C. 857-13 through 857-18) is re
pealed. 

SEc. 6702. The repeal made by section 
6701 takes effect on October 1, 1986. 
Subtitle !-Establishment of a Timetable for 

Completion of Coast Guard Offshore Safety 
Studies 

SEC. 6801. REGULATIONS. 
(a) DEADLINE FOR EFFECTIVENESS.-The 

Secretary of the department in which the 
Coast Guard is operating <hereafter in this 
Act referred to as the "Secretary") shall 
issue final regulations, to become effective 
before September 1, 1987, pursuant to the 
advance notice of proposed rulemaking re
garding the revision of the regulations on 
outer Continental Shelf activities <50 Fed. 
Reg. 9290 <1985)), published March 7, 1985. 

(b) CONSIDERATION OF STANDBY VESSELS 
FOR EVACUATION.-ln preparing regulations 
referred to in subsection <a>. the Secretary 
shall consider requiring standby vessels for 
the evacuation of personnel from manned 
installations on the outer Continental Shelf. 
SEC. 6802. REPORTS TO CONGRESS. 

<a> PRELIMINARY REPORT.-The Secretary 
shall, before December 31, 1986, submit to 
the Congress a report setting forth the 
progress made in preparing the regulations 
referred to in section 680l(a). 

(b) FINAL REPORT.-The Secretary shall, 
before September 1, 1987, submit to the 
Congress a report setting forth the justifica
tion for the manned installation evacuation 
procedures contained in the final regula
tions referred to in section 680l<a>. 
Subtitle J-Requirement for the Use of American 

Built Rigs for Exploration and Development on 
the U.S. Outer Continental Shelf 

SEC. 6901. USE OF AMERICAN-BUILT RIGS FOR OCS 
. DRILLING. 

Section 5 of the Outer Continental Shelf 
Lands Act <43 U.S.C. 1334) is amended by 
adding at the end the following new subsec
tion: 

"(j)(l) Any vessel, rig, platform, or other 
structure used for the purpose of explora
tion or production of oil and gas on the 
outer Continental Shelf south of 49 degrees 
North latitude shall be built-

"<A> in the United States; and 
"(B) from articles, materials, or supplies 

at least 50 percent of which, by cost, shall 
have been mined, produced, or manufac
tured, as the case may be, in the United 
States. 

"(2) The requirements of paragraph <1> 
shall not apply to any vessel, rig, platform, 
or other structure which was built, which is 
being built, or for which a building contract 
has been executed, on or before October 1, 
1986. 

"(3) The Secretary may waive-
"(A) the requirement in paragraph <1><B> 

whenever the Secretary determines that 50 
percent of the articles, materials, or supplies 
for a vessel, rig, platform., or other structure 
cannot be mined, produced, or manufac
tured, as the case may be, in the United 
States, and 

"(B) the requirement in paragraph <l><A> 
upon application, with respect to any classi
fication of vessels, rigs, platforms, or other 
structures on a specific lease, when the Sec
retary determines that at least 50 percent of 
such classification, as calculated by number 
and by weight, which are to be built for ex
ploration or production activities under 
such lease will be built in the United States 
in compliance with the requirements of 
paragraph <l><A>.". 

TITLE VII-HOUSE COMMITTEE ON POST 
OFFICE AND CIVIL SERVICE 

SEC. 7001. EARLIEST DATE FOR CERTAIN ELEC
TIONS TO PARTICIPATE IN THE 
THRIFT SAVINGS PLAN. 

Section 206(b) of the Federal Employees' 
Retirement System Act of 1986 <Public Law 
99-335; 100 Stat. 594) is amended to read as 
follows: 

"(b)<l) An election may first be made by 
an employee of the Federal Government or 
a Member of Congress under section 8351 of 
title 5, United States Code <as added by sub
section <a><l )), during the election period 
provided under section 8432(b)(4) of such 
title. An election by such an employee or 
Member during that election period shall be 
effective on the first day of the employee's 
or Member's first pay period which begins 
after the last day of that election period. 

"(2) The Executive Director of the Feder
al Retirement Thrift Investment Board may 
prescribe regulations to carry out this sub
section.". 
SEC. 7002. CHANGE IN METHOD BY WHICH REVE

NUE FOREGONE IS COMPUTED FOR 
CERTAIN CATEGORIES OF MAIL. 

<a> IN GENERAL.-Section 3626 of title 39, 
United States Code, is amended by adding 
at the end the following: 

"(i)(l) As used in this subsection-
"<A> 'reduced-rate category' means any 

class of mail or kind of mailer for which a 
rate schedule is established under subsec
tion <a> of this section; and 

"(B) 'regular-rate category' means any 
class or kind of mail other than a class or 
kind referred to in section 240l(c) of this 
title. 

"(2) This subsection shall be used in deter
mining the costs recovered by revenues plus 
appropriations for the reduced-rate catego
ries, for the purpose of distinguishing costs 
to be recovered from rates and fees for regu
lar-rate categories under this chapter, and 
for the purpose of determining the appro
priation requests under section 240l<c> of 
this title relating to the reduced-rate catego
ries. It shall be assumed that the combina
tion of postage and appropriations to be re
ceived for each of the reduced-rate catego
ries will bear the same ratio to the costs at
tributed as required by section 3622(b)(3) of 
this title to such respective categories, as 
the revenues to be received from the most 
closely corresponding regular-rate category, 
as estimated in determining the rates for 
such category, bear to the costs attributed 
to that regular-rate category as required by 
section 3622(b)(3) of this title.". 

(b) CoNFORMING AMENDMENT.-Section 
240l<c> of title 39, United States Code, is 
amended by striking "3626" and inserting 
"3626(a)-(h)". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall take effect on 
January 1, 1989, or on the effective date of 
the next general change in rates and fees 
under sections 3622 and 3625 of title 39, 
United States Code, whichever is sooner. 
TITLE VIII-HOUSE COMMITTEE ON PUBLIC 

WORKS AND TRANSPORTATION 
Subtitle A-Highway Program 

SEC. 8001. CONTRACT AUTHORITY. 
(a) GENERAL L!MITATION.-Notwithstand

ing any other provision of law, the total 
amount of contract authority to be provided 
for programs funded out of the Highway 
Trust Fund <other than the Mass Transit 
Account) shall not exceed-

(1) $13,527,000,000 for fiscal year 1987; 
<2> $13,527,000,000 for fiscal year 1988; 

and 
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<3> $13,527,000,000 for fiscal year 1989. 
(b) Ex:CEPTIONS.-The limitations imposed 

by subsection <a> shall not apply to-
<1> the traffic safety grant program car

ried out by the National Highway Traffic 
Safety Administration under section 402 of 
title 23, United States Code; 

<2> the maintenance of railroad-highway 
crossings program under section 145 of H.R. 
3129, as reported by the Committee on 
Public Works and Transportation <the Sur
face Transportation and Uniform Reloca
tion Assistance Act of 1986), or the confer
ence report relating thereto; 

<3> the motor carrier safety grant program 
under section 404 of the Surface Transpor
tation Assistance Act of 1982; and 

<4> the university transportation centers 
program under section 1l<b) of the Urban 
Mass Transportation Act of 1964. 
SEC. 8002. OBLIGATION CEILING. 

(a) GENERAL LIMITATION.-Notwithstand
ing any other provision of law, the total of 
all obligations for Federal-aid highways and 
highway safety construction programs shall 
not exceed-

(1) $11,975,000,000 for fiscal year 1987; 
<2> $11,975,000,000 for fiscal year 1988; 

and 
(3) $11,975,000,000 for fiscal year 1989. 

For each of fiscal years 1987, 1988, and 1989, 
the limitation imposed by this subsection 
shall be subject to subsections <c>. (d), and 
<e> of section 105 of H.R. 3129, as reported 
by the Committee on Public Works and 
Transportation <the Surface Transportation 
and Uniform Relocation Assistance Act of 
1986), or the conference report relating 
thereto. 

(b) EXCEPTIONS.-The limitations imposed 
by subsection <a> shall not apply-

(1) to obligations specified in subsection 
(b) of section 105 of H.R. 3129, as reported 
by the Committee on Public Works and 
Transportation <the Surface Transportation 
and Uniform Relocation Assistance Act of 
1986), or the conference report relating 
thereto; and 

<2> to obligations under subsection (f) of 
such section. 

(C) LIMITATION ON ExCEPTED 0BLIGA
TIONS.-Notwithstanding any other provi
sion of law, the total of all obligations speci
fied in subsection <b> of such section 105 
<other than obligations for the maintenance 
of railroad-highway crossings program 
under section 145 of such H.R. 3129 and for 
the motor carrier safety grant program 
under section 404 of the Surface Transpor
tation Assistance Act of 1982> and subsec
tion (f) of such section 105 shall not 
exceed-

(!) $1,070,000,000 for fiscal year 1987; 
<2> $1,020,000,000 for fiscal year 1988; and 
(3) $1,020,000,000 for fiscal year 1989. 
(d) CONFORMING AMEN'DMENT.-Section 

157(b) of title 23, United States Code, is 
amended by striking out the period at the 
end of the last sentence and inserting in lieu 
thereof "and section 8002<c> of the Omnibus 
Budget Reconciliation Act of 1986.". 
SEC. 8003. EMERGENCY RELIEF. 

Section 125<b> of title 23, United States 
Code, is amended by striking out "(and 
$55,000,000 for projects in connection with 
disasters or failures occurring in calendar 
year 1985)" and by inserting after "1985" 
the following: "or $100,000,000 with respect 
to natural disasters and catastrophic fail
ures occurring in calendar year 1986". 

Subtitle B-Federal Energy Regulatory 
Commission Annual Charges 

SEC. 8101. PROHIBITION ON THE ASSESSMENT AND 
COLLECTION OF ANNUAL CHARGES. 

Notwithstanding any other provision of 
this Act <including any amendment made by 
this Act), the Federal Energy Regulatory 
Commission shall not assess or collect any 
charges from an interstate natural gas pipe
line or an interstate oil pipeline carrier, 
except those charges assessed or collected 
pursuant to a law approved before the date 
of the enactment of this Act. 

Subtitle C-Ocean Dumping Amendments 

SEC. 8201. SHORT TITLE. 

This subtitle may be cited as the "Ocean 
Dumping Amendments Act of 1986". 
SEC. 8202. DUMPING PERMIT PROGRAM. 

Section 102 of the Marine Protection, Re
search, and Sanctuaries Act of 1972 (33 
U.S.C. 1412) is amended as follows: 

< 1) Subsection (a) is amended-
< A> by inserting "<1 )" after "(a)"; 
<B> by striking out", and in relation to ra

diological, chemical, and biological warfare 
agents and high-level radioactive waste, for 
which no permit may be issued," and insert
ing ", and except as provided in paragraphs 
<2> and (3),"; 

(C) by striking out "and beaches." in sub
paragraph <C> and inserting in lieu thereof 
", beaches, and wetlands."; 

<D> by striking out the last sentence 
thereof; and 

<E> by adding at the end thereof the fol
lowing new paragraphs: 

"(2) No permit may be issued under this 
title in relation to the following: 

"<A> Radiological, chemical, and biological 
warfare agents. 

"(B) High-level radioactive waste. 
"(3) No permits may be issued or renewed 

under this title that authorizes the dump
ing, or the transportation for purposes of 
dumping, after December 31, 1986, of mu
nicipal sludge, whether or not the sludge is 
subject to section 104A, unless-

"<A> the sewerage authority or other unit 
of State or local government operating the 
plant at which the municipal sludge is gen
erated is in compliance with those require
ments of sections 307(b) and 402(b)(8) of the 
Federal Water Pollution Control Act (33 
U.S.C. 1317<b> and 1342(b)(8)) which are re
lated to the quality of municipal sludge; and 

"(B) the Administrator, in consultation 
with the Governor of the State in which the 
unit is located, finds that a suitable land
based alternative to the ocean disposal of 
the sludge is not currently available.". 

(2) Subsection (c) is amended to read as 
follows: 

"(c)(l) The Administrator shall designate 
sites at which materials may be dumped 
pursuant to this section and, after consulta
tion with the Secretary, at which materials 
may be dumped pursuant to section 103; 
except that no site may be designated by 
the Administrator under this subsection 
until the Administrator undertakes and 
completes an analysis of the characteristics 
of the site and its suitability for dumping 
and of the environmental effects which will 
likely result from dumping. In undertaking 
such an analysis of each site, the Adminis
trator shall take into consideration the fac
tors set forth in subsection <a> and shall spe
cifically take into account the following: 

"(A) The types and quantities of wastes 
and pollutants projected to be deposited in, 
and adjacent to, the site from dumping and 
other sources. 

"<B> The ability of the waters at the site 
to disperse, detoxify, or neutralize the mate
rials. 

"<C) The importance of the site to the sur
rounding biological community, including 
the presence of breeding, spawning, nursery 
or foraging areas, migratory pathways, or 
areas necessary for other functions or criti
cal stages in the life cycle of marine orga
nisiDS. 

"(D) The immediate and cumulative ef
fects on human health and on the ecosys
tem adjacent to the site and the persistent 
effects on the ecosystem within the site. 
Nothing contained in this paragraph shall 
be construed to limit the authority of the 
Secretary under section 103 to make inde
pendent determinations regarding appropri
ate locations for dumping. 

"(2) The Administrator shall-
"<A> periodically monitor, or cause to be 

monitored, the effects of the dumping of 
materials at or adjacent to each site for 
which the Administrator determines, on the 
basis of the characteristics of the site and 
the materials to be dumped, that such moni
toring is necessary to accomplish the pur
poses of this title; and 

"(B) at the close of the third year after 
the site designation and at every three-year 
interval thereafter until such time as the 
designation is terminated, estimate the 
extent of the dumping and other waste 
inputs that will occur in and adjacent to 
each site during the next three-year period. 

"(3) If at any time the Administrator, on 
the basis of the factors taken into account 
under subparagraphs <A> through (D) of 
paragraph <1), or on the basis of the moni
toring or estimates, required under para
graph (2), determines that the site is no 
longer suitable for such dumping, the Ad
ministrator shall-

"(A) limit dumping at the site to certain 
materials or at certain times or both; or 

"(B) suspend or terminate the designation 
of the site under paragraph <1>. 
In making a determination under the pre
ceding sentence that a site is no longer suit
able for dumping pursuant to section 103, 
the Administrator shall consult the Secre
tary.". 

(3) Such section is amended by adding at 
the end thereof the following new subsec
tion: 

"(f) No funds authorized under this title 
may be used to finance, in whole or in part, 
the dumping of material or the transporta
tion of material for the purpose of dumping, 
as authorized under this section.". 
SEC. 8203. SPECIAL PERMIT PROVISIONS AFFECT· 

lNG THE DUMPING OF HARMFUL MU
NICIPAL SLUDGE AND INDUSTRIAL 
WASTE. 

<a> Title I of the Marine Protection, Re
search, and Sanctuaries Act of 1972 (33 
U.S.C. 1401 et seq.) is further amended by 
inserting after section 102 the following new 
section: 

"DUMPING OF HARMFUL MUNICIPAL SLUDGE AND 
INDUSTRIAL WASTE 

"SEc. 102A. <a> The Administrator shall
"(1) end the dumping of harmful munici

pal sludge into ocean waters and into waters 
described in section lOl<b> as soon as possi
ble after the date of the enactment of this 
section, except that in no case may any 
dumping of harmful municipal sludge-

"<A> occur after the last day of the eight
een-month period beginning on such date of 
enactment; or 
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"<B> be authorized under this title for 

other than an eligible authority within the 
meaning of section 104A<a><l><C>; and 

"(2) end the dumping of industrial waste 
into such waters, except as provided in sub
sections <b> and <c>. 

"(b) On and after the date of the enact
ment of this section, the Administrator may 
issue permits under section 102 for the 
dumping of industrial waste into ocean 
waters, or into waters described in section 
101<b>, if the Administrator determines-

"<1> that the proposed dumping is neces
sary to conduct research-

"(A) on new technology related to ocean 
dumping, or 

"<B> to determine whether the dumping 
of such substance will unreasonably degrade 
or endanger human health, welfare, or 
amenities, or the marine environment, eco
logical systems, or economic potentialities; 

"(2) that the scale of the proposed dump
ing is such that the dumping will have mini
mal adverse impact upon the human health, 
welfare, and amenities, and the marine envi
ronment, ecological systems, and economic 
potentialities; and 

"(3) after consultation with the Secretary 
of Commerce, that the potential benefits of 
such research will outweigh any such ad
verse impact. 
Each permit issued pursuant to this subsec
tion shall be subject to such conditions and 
restrictions as the Administrator determines 
to be necessary to minimize possible adverse 
impacts of such dumping. No permit issued 
by the Administrator pursuant to this sub
section may have an effective period of 
more than six consecutive months. 

"<c> On and after the date of the enact
ment of this section, the Administrator may 
issue emergency permits under section 102 
for the dumping of industrial waste into 
ocean waters, or into waters described in 
section 10l<b), if the Administrator deter
mines that there has been demonstrated to 
exist an emergency, requiring the dumping 
of such waste, which poses an unacceptable 
risk relating to human health and admits of 
no other feasible solution. As used in this 
subsection, the term 'emergency' refers to 
situations requiring action with a marked 
degree of urgency. 

"(d) For purposes of this section-
"<1) The term 'harmful municipal sludge' 

means municipal sludge <as defined in sec
tion 3(n)) the ocean dumping of which may 
be harmful to human health, welfare, amen
ities, or the marine environment, ecological 
systems, and economic potentialities. Munic
ipal sludge shall be considered to be harm
ful, for purposes of this section, if it fails to 
meet the environmental impact criteria of 
the Environmental Protection Agency's reg
ulations issued under this title. 

"<2> The term 'industrial waste' means 
any solid, semisolid, or liquid waste generat
ed by a manufacturing or processing plant 
the ocean dumping of which may unreason
ably degrade or endanger human health, 
welfare, or amenities, or the marine envi
ronment, ecological systems, and economic 
potentialities.". 

(b) Section 4 of the Act entitled "An Act 
to amend the Marine Protection, Research, 
and Sanctuaries Act of 1972 to authorize ap
propriations to carry out the provisions of 
such Act for fiscal year 1978", approved No
vember 4, 1977 <33 U.S.C. 1412a), is re
pealed. 
SEC. 8204. CORPS OF ENGINEERS PERMITS. 

Section 103(b) of the Marine Protection, 
Research, and Sanctuaries Act of 1972 <33 
U.S.C. 1413(b)) is amended by striking out 

the last sentence and inserting in lieu there
of the following: "In conducting the inde
pendent determination under the preceding 
sentence, the Secretary shall consider the 
relative environmental impact of, and shall 
give equal treatment to, all alternative 
forms of disposal. In considering appropri
ate locations, he shall, to the extent feasi
ble, utilize the recommended sites designat
ed by the Administrator pursuant to section 
102<c>. The Secretary in consultation with 
the Administrator shall be responsible for 
management, including appropriate moni
toring, of sites utilized pursuant to this sec
tion.". 
SEC. 8205. PERMIT CONDITIONS. 

Section 104 of the Marine Protection, Re
search, and Sanctuaries Act of 1972 <33 
U.S.C. 1414) is amended as follows: 

<1> Subsection <a> is amended to read as 
follows: 

"<a> Permits issued under this title shall 
designate and include-

"<1> the type of material authorized to be 
transported for dumping or to be dumped; 

"(2) the amount of material authorized to 
be transported for dumping or to be 
dumped; 

"(3) the location where such transport for 
dumping will be terminated or where such 
dumping will occur; 

"(4) the length of time for which the per
mits are valid and their expiration date; 

"(5) any special provisions deemed neces
sary by the Administrator or the Secretary, 
as the case may be, to minimize the harm 
from dumping, which may include measures 
that the permittee must take to plan, devel
op, acquire, or implement, as appropriate-

"<A> alternatives for the disposal of the 
material, 

"(B) processes for reducing or eliminating 
any contaminants in the material, or 

"(C) processes for recycling the material; 
"(6) after consultation with the Secretary 

of the Department in which the Coast 
Guard is operating, any special provisions 
deemed necessary by the Administrator or 
the Secretary, as the case may be, for the 
monitoring and surveillance of the transpor
tation or dumping; and 

"(7) such other matters as the Administra
tor or the Secretary, as the case may be, 
deems appropriate.". 

<2> Subsection <b> is amended to read as 
follows: 

"<b><l> The Administrator or the Secre
tary, as the case may be, shall prescribe by 
regulation and collect from the applicant, 
unless the applicant is a Federal agency, an 
application fee in an amount, not to exceed 
$10,000, that is commensurate with the rea
sonable administrative costs incurred or ex
pected to be incurred by the Administrator 
or Secretary in processing the permit. The 
application fee shall be deposited to the 
principal appropriation account or accounts 
used to carry out the processing of permits 
under this title. 

"<2><A> The Administrator shall prescribe 
by regulation, after opportunity for a hear
ing on the record, and collect a special fee 
for permits issued under section 102 to re
cover the costs incurred, or expected to be 
incurred, in the undertaking of measures by 
Federal agencies to determine compliance 
with permit terms, and the undertaking of 
only the monitoring necessary to make a 
reasonable assessment of the direct effects 
on the marine environment caused by dis
posal activities carried out under the 
permit. Such fee shall be an amount which 
will not have a substantial adverse effect on 
the competitive prospects for commercial 

implementation of effective and efficient 
ocean-based waste destruction technologies 
that otherwise meet the requirements of 
law. The special fee shall be deposited to 
the principal appropriation account or ac
counts used to carry out site and compliance 
monitoring, surveillance, and enforcement 
activities. 

"<B> The funds collected under subpara
graph <A> may be transferred in part to 
other Federal agencies for the costs in
curred or expected to be incurred in connec
tion with their activities described in sub
paragraph <A>. 

"(3) The expenditure of funds raised by 
these fees shall be subject to appropria-
tions.". . 

<3> Subsection <e> is redesignated as sub
section <e><l> and after it the following new 
paragraph is inserted: 

"(2) The Administrator and the Secretary 
shall establish and maintain quality assur
ance programs to ensure the validity, accu
racy, and sufficiency of information submit
ted to or used by the Administrator or the 
Secretary in connection with applications 
for permits or other activities undertaken 
pursuant to this title. Such quality assur
ance programs shall encompass, but not be 
limited to, the design, implementation, and 
analysis of sampling, testing, and monitor
ing procedures and results. The Administra
tor and the Secretary shall each individual
ly report annually, as a part of the report 
required under section 112 of this title, on 
the status of implementation of this subsec
tion; except that the first such quality as
surance reporting shall be submitted to the 
Congress no later than one year after the 
effective date of this subsection.". 

<4> The following new subsection is added 
at the end thereof: 

"(j) The Administrator or Secretary, as 
the case may be, may prescribe such report
ing requirements as he or she deems appro
priate with regard to actions authorized by 
permits issued under this title.". 
SEC. 8206. SPECIAL PROVISIONS REGARDING CER

TAIN DUMPING SITES. 
<a> The Congress finds that the New York 

Bight Apex is no longer a suitable location 
for the ocean dumping of municipal sludge. 

(b) Title I of the Marine Protection, Re
search, and Sanctuaries Act of 1972 <33 
U.S.C. 1401 et seq.) is further amended by 
inserting after section 104 the following new 
section: 

"SPECIAL PROVISIONS REGARDING CERTAIN 
DUMPING SITES 

"SEC. 104A. (a) NEW YORK BIGHT APEX.
( 1 > For purposes of this subsection: 

"(A) The term 'Apex' means the New 
York Bight Apex consisting of the ocean 
waters of the Atlantic Ocean westward of 73 
degrees 30 minutes west longitude and 
northward of 40 degrees 10 minutes north 
latitude. 

"<B> The term 'Apex site' means that site 
within the Apex at which the dumping of 
municipal sludge occurred before October 1, 
1983. 

"<C> The term 'eligible authority' means 
any sewerage authority or other unit of 
State or local government that on Novem
ber 2, 1983, was authorized under court 
order to dump municipal sludge at the Apex 
site. 

"<2> No person may apply for a permit 
under this title in relation to the dumping 
of, or the transportation for purposes of 
dumping, municipal sludge within the Apex 
unless that person is an eligible authority. 
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"(3) The Administrator may not issue, or 

renew, any permit under this title that au
thorizes the dumping of, or the transporta
tion for purposes of dumping, municipal 
sludge within the Apex after the earlier of-

"<A> December 15, 1987; or 
"<B> the day determined by the Adminis

trator to be the first day on which munici
pal sludge generated by eligible authorities 
can reasonably be dumped at a site designat
ed under section 102 other than a site 
within the Apex. 

"(4)(A) Within three years after the date 
of the enactment of this section, the Admin
istrator shall prepare and submit to the 
Congress a New York Bight Apex Restora
tion Plan. In preparing the plan, the Admin
istrator shall hold public hearings in order 
to obtain the views and comments of inter
ested persons. 

"(B) The New York Bight Apex Restora
tion Plan required under subparagraph <A> 
shall-

"(i) identify and assess the impact of pol
lutant inputs, such as treated and untreated 
sewage discharge, industrial outfalls, agri
cultural and urban runoff, storm sewer 
overflow, upstream contaminant sources, at
mospheric fallout, and dumping that are af
fecting the water quality and marine re
sources of the Apex; 

"<ii> identify those uses in the Apex that 
are being inhibited because of those inputs; 

"(iii) determine the fate of the contami
nants from those inputs and their effect on 
the marine environment; 

"(iv> identify technologies and manage
ment practices, and determine the costs, 
necessary to control those inputs; 

"<v> identify impediments to the cleanup 
of those inputs; 

"<vi> devise a schedule of economically 
feasible projects to implement the controls 
identified under clause <iv> and to remove 
the impediments identified under clause <v>: 
and 

"<vii> develop recommendations for fund
ing and coordinating various Federal, State, 
and local government programs necessary to 
implement the projects devised under clause 
(vi). 
Within six months after the date of the en
actment of this section, the Administrator 
shall submit to the Congress a detailed 
schedule <and the associated funding re
quirements> for completing the restoration 
plan required by this paragraph. 

"(5) Within one year after the date of the 
enactment of this section, the Administra
tor shall prepare and submit to Congress a 
report on the technological and economic 
feasibility of establishing and implementing 
quality standards for disposal of municipal 
sludge through ocean or land-based meth
ods. The quality standards shall set forth 
maximum permissible concentrations of 
heavy metals, PCB's, persistent plastics, mi
crobiological constituents, pathogens, and 
any other material found in municipal 
sludge regarding which the Administrator 
considers the establishment of maximum 
permissible concentrations to be warranted. 

"(6) In addition to funds authorized under 
section 111, there are authorized to be ap
propriated to the Environmental Protection 
Agency, for purposes of preparing the New 
York Bight Apex Restoration Plan required 
under paragraph <4><A>. the following 
amounts: 

"<A> $2,000,000 for fiscal year 1986. 
"<B> $2,000,000 for fiscal year 1987. 
"<C> $1,000,000 for fiscal year 1988. 
"(b) RESTRICTION ON USE OF THE 106-MILE 

SITE.-The Administrator may not issue or 

renew any permit under this title which au
thorizes any person, other than a person 
that is an eligible authority within the 
meaning of subsection <a><l><C>, to dump, or 
to transport for the purposes of dumping, 
municipal sludge within the site designated 
under section 102<c> by the Administrator 
and known as the '106-Mile Ocean Waste 
Dump Site' <as described in 49 F.R. 19005).". 
SEC. 8207. CONVENTION ADHERENCE. 

Section 106 of the Marine Protection, Re
search, and Sanctuaries Act of 1972 <33 
U.S.C. 1416> is amended by adding at the 
end thereof the following new subsection: 

"(g) To the extent that they may do so 
without relaxing the requirements of this 
title, and in accordance with chapter 5 of 
title 5, United States Code, the Administra
tor and the Secretary shall adhere to and 
apply the requirements of the Convention, 
including its annexes, that are binding upon 
the United States when implementing this 
title.". 
SEC. 8208. TRANSITIONAL PROVISIONS. 

Until completion of the site designation or 
denial of site designation by the Administra
tor of the Environmental Protection Agency 
with respect to any areas of ocean waters 
approved for dumping on an interim basis 
before July 1, 1982, and any areas of ocean 
waters used for dumping pursuant to a 
court order, the amendments made by this 
subtitle to the Marine Protection, Research, 
and Sanctuaries Act of 1972 <other than sec
tion 102(a) of that Act as amended by sec
tion 8202< 1 > of this Act, other than subsec
tion <c><2> and <3> of section 102 of that Act 
as added by section 8202<2> of this Act and 
other than amendments made by sections 
8203, 8205, 8206, 8209, 8210, 8211, 8215, and 
8216 of this Act> shall not be applicable to 
those areas of ocean water. 
SEC. 8209. DEFINITIONS. 

Section 3 of the Marine Protection, Re
search, and Sanctuaries Act of 1972 (33 
U.S.C. 1402> is amended-

(!> by inserting ", and the subjacent 
areas," immediately after "those waters" in 
subsection (b); 

<2> by striking out "sewage sludge," in sub
section (c) and inserting in lieu thereof "mu
nicipal sludge,"; 

<3> by adding at the end thereof the fol
lowing new subsection: 

"<m> 'Monitoring' means the systematic, 
time-series observation of materials, con
taminants, or pertinent components of the 
marine ecosystem over a period of time suf
ficient to determine the existing levels, 
trends, and natural variations of measured 
components in the water colu.mn. sediments, 
and biota for the purpose of ensuring that 
immediate harmful effects of dumping are 
detected, and cumulative and long-term ef
fects are detected, forecasted, and evaluat
ed. Observations may include, but are not 
limited to, the following procedures, de
pending upon the type of waste to be 
dumped and the characteristics of the site: 
< 1 > seasonal sampling and analyses of the in
faunal community and sediment for pur
poses of characterizing structural composi
tion and size distribution; <2> sampling and 
analyses of sediment and selected organisms 
to determine levels of hydrocarbon, trace 
metals, and chemical and pathogenic con
taminants identified as constituents of 
wastes to be dumped; < 3 > profiling measure
ments of standard oceanographic param
eters including dissolved oxygen, salinity, 
and water temperature; (4) characterization 
of large-scale surface topography and mega
faunal structure and composition; and <5> 

sampling and analyses to determine levels of 
nutrients and organic carbon. 

"(n) 'Municipal sludge' means solid, semi
solid, or liquid waste generated by a waste 
water treatment plant of a sewerage author
ity or other unit of State or local govern
ment or a privately owned or operated waste 
water treatment plant which treats pre
dominantly domestic sewage."; and 

<4> by striking out "the Canal Zone," in 
subsection (d). 
SEC. 8210. PENALTIES. 

Subsection (b) of section 105 of the 
Marine Protection, Research, and Sanctuar
ies Act of 1972 (33 U.S.C. 1415(b)) is amend
ed as follows: 

< 1 > The text is redesignated as paragraph 
<1 > of such subsection. 

(2) Paragraph <1>. as so redesignated, is 
amended by adding at the end thereof the 
following new sentence: "Any action author
ized by this section shall be consistent with 
international law.". 

<3> The following new paragraph is added 
at the end thereof: 

"(2) Any person who knowingly makes 
any false statement, representation, or certi
fication in any application, record, report, 
plan, or other document filed or required to 
be maintained under this title or who falsi
fies, tampers with, or knowingly renders in
accurate any monitoring, sampling, or test
ing device or method required to be main
tained or implemented under this title, shall 
upon conviction, be punished by a fine of 
not more than $10,000, or by imprisonment 
for not more than six months, or by both. 
For purposes of this section, the term 
'person' shall mean, in addition to the defi
nition contained in section 3<e> of this title, 
any responsible corporate officer.". 
SEC. 8211. ORDERS. 

Section 105(g) of the Marine Protection, 
Research, and Sanctuaries Act of 1972 (33 
U.S.C. 1415) is amended-

<1> by redesignating paragraph (5) as 
paragraph <6> and by inserting immediately 
after paragraph <4> the following: 

"(5) Upon application of any person, the 
district courts of the United States shall 
have jurisdiction to order the Administrator 
to implement in a timely manner the site 
designation provisions of this title for those 
sites for which site designation proceedings 
are incomplete and at which dumping is au
thorized pursuant to permits issued under 
sections 102 and 103. Nothing in this para
graph is intended to affect the conduct of 
any dumping activity under a permit issued 
under this title pending the completion of 
site designation proceedings. Paragraph (4) 
of this subsection shall not apply to any suit 
brought pursuant to this paragraph."; and 

<2> by striking out "injunctive" in para
graph (6), as so redesignated. 
SEC. 8212. SCHEDULE FOR COMPLETION. 

The Administrator of the Environmental 
Protection Agency shall establish a schedule 
for expeditiously completing the study and 
designation or denial of designation of all 
areas of ocean waters approved before July 
1, 1982, for dumping on an interim basis and 
areas of ocean waters used for dumping pur
suant to a court order. The Administrator 
shall submit this schedule to Congress not 
later than the one hundred and eightieth 
day after the date of enactment of this sub
title. 
SEC. 8213. ANNUAL REPORTS. 

Section 112 of the Marine Protection, Re
search, and Sanctuaries Act of 1972 <33 
U.S.C. 1421) is amended to read as follows: 
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"SEc. 112. In March of each year, the Ad

ministrator and the Secretary shall each in
dividually report to the Congress on the ad
ministration of this title during the previous 
calendar year.". 
SEC. 8214. AUTHORIZATION OF APPROPRIATIONS. 

Section 111 of the Marine Protection, Re
search, and Sanctuaries Act of 1972 (33 
U.S.C. 1420> is amended by striking out 
"and" immediately following "fiscal year 
1981," and inserting "and not to exceed 
$8,864,000 for each of fiscal years 1986, 1987, 
and 1988," immediately after "fiscal year 
1982,". 
SEC. 8215. EXTENSION OF UNITED STATES AUTHOR

ITY. 
<a> Whenever in this section there is a ref

erence to a section, subsection or paragraph 
of existing law, the reference is to the 
Marine Protection, Research, and Sanctuar
ies Act of 1972, as amended. 

(b) Section 2<c><2> is amended by striking 
out "territorial sea or the contiguous" and 
insert in lieu thereof the following: "territo
rial sea or the exclusive economic". 

(c) Section 3 is amended by adding at the 
end thereof the following new subsection: 

"(o) 'exclusive economic zone' means the 
zone established by Proclamation Numbered 
5030, dated March 10, 1983.". 

<d> Section lOHb> is amended to read as 
follows: 

"(b) Except as may be authorized by a 
permit issued pursuant to section 102 of this 
title, and subject to regulations issued pur
suant to section 108 of this title, no person 
shall dump any material transported from a 
location outside the United States ( 1) into 
the territorial sea of the United States, or 
<2> into the exclusive economic zone of the 
United States.". 
SEC. 8216. RELATION TO OTHER FEDERAL LAW. 

Section 106 of the Marine Protection, Re
search, and Sanctuaries Act of 1972 (33 
U.S.C. 1416) is amended by adding at the 
end thereof the following new paragraph: 

"(h) Nothing in this Act shall affect or 
modify the rights or liabilities of any person 
under other Federal law with respect to 
damage caused by noncompliance with any 
requirement of this Act or any permit issued 
under this Act.". 
SEC. 8217. PERMIT FEE STUDY. 

<a> As used in this section, the term "Fed
eral waste disposal program" means any 
program under which the United States 
Government regulates the disposal, dis
charge, or emission of materials or sub
stances that cause environmental pollution. 

(b) The Administrator of the Environmen
tal Protection Agency shall prepare a report 
regarding the permit fee systems that are 
applied in implementing Federal waste dis
posal programs. The report shall include-

( 1 > a description of the permit fee system 
applied in administering each Federal waste 
disposal program; 

<2> an evaluation of the extent to which 
each permit fee system described under 
paragraph < 1 > recovers the costs expended 
by the United States Government in admin
istering the related program; 

(3) if the evaluation under paragraph <2> 
indicates that more of the costs to the 
United States Government in administering 
any waste disposal program should be borne 
by the permittees, recommendations for 
changing the permit system to achieve that 
result; 

<4> an analysis of those conditions under 
which, and the extent to which, permit fees 
should be used-

<A> to encourage or discourage the use of 
particular disposal, discharge, or emission 
alternatives, or 

<B> to encourage waste reduction, reuse, 
or recycling; and 

(5) any legislative proposals that the Ad
ministrator considers appropriate in view of 
the results of the matters addressed under 
paragraphs <1> through (4). 

<c> The report required under subsection 
(b) shall be prepared and submitted to the 
Speaker of the House of Representatives 
and the majority leader of the Senate for 
referral to the appropriate committees of 
Congress within eighteen months after the 
date of the enactment of this subtitle. 

SubtitleD-Water Resources 
SEC. 8301. ENGINEERING AND DESIGN STUDIES. 

Section 10 of the Act entitled "An Act au
thorizing the construction of certain public 
works on rivers and harbors for flood con
trol, and for other purposes", approved De
cember 22, 1944 <58 Stat. 901), is amended 
by inserting after "and the local organiza
tions." the following: "The Secretary is au
thorized to undertake further studies for 
engineering and design with appropriate 
non-Federal sponsors for a project not to 
exceed 200,000 acre feet of additional flood 
control and other storage benefits at the ex
isting facility and not to exceed 800,000 acre 
feet of additional flood control and other 
storage benefits to alleviate flood and irriga
tion problems that exist in the existing serv
ice area and to report on such study to Con
gress.". 

Subtitle E-Highway, Airport, and Inland 
Waterways Trust Funds 

SEC. 8401. BUDGETARY TREATMENT OF HIGHWAY, 
AIRPORT, AND INLAND WATERWAYS 
TRUST FUND OPERATIONS. 

(a) IN GENERAL.-The receipts and dis
bursements of the Highway Trust Fund, the 
Airport and Airway Trust Fund, and the 
Inland Waterways Trust Fund allocable to 
the transportation-related operations of 
each such Trust Fund-

<1> shall not be included in the totals of
<A> the budget of the United States Gov

ernment as submitted by the President, or 
<B> the congressional budget <including al

locations of budget authority and outlays 
provided therein), and 

(2) shall be exempt from any general 
budget limitation imposed by statute on ex
penditures and net lending <budget outlays> 
of the United States Government. 

(b) TRANSPORTATION-RELATED 0PER-
ATIONS.-For purposes of subsection <a>. the 
receipts and disbursements allocable to the 
transportation-related operations-

(!) of the Highway Trust Fund are the 
disbursements, and the receipts allocable to 
such disbursements, under-

<A> paragraph <1> of section 9503<c> of the 
Internal Revenue Code of 1954 <relating to 
expenditures from the Highway Trust Fund 
for the Federal-aid highway program), and 

(B) paragraph <3> of section 9503<e> of 
such Code <relating to expenditures from 
the Mass Transit Account>; 

(2) of the Airport and Airway Trust Fund 
are the disbursements, and the receipts allo
cable to such disbursements, under para
graph <1> of section 9502<d> of the Internal 
Revenue Code of 1954 <relating to expendi
tures from the Airport and Airway Trust 
Fund for the airport and airway program); 
and 

(3) of the Inland Waterways Trust Fund 
are the disbursements, and the receipts allo
cable to such disbursements, under section 
204<a> of the Inland Waterways Revenue 

Act of 1978 <relating to the expenditures 
from the Inland Waterways Trust Fund for 
navigation construction and rehabilitation 
projects on inland waterways). 
SEC. 8402. ADJUSTMENTS OF AUTHORIZATIONS AND 

APPROPRIATIONS OUT OF THE AIR
PORT AND AIRWAY TRUST FUND. 

The Airport and Airway Improvement Act 
of 1982 is amended by adding at the end the 
following new section: 
"SEC. 533. ADJUSTMENTS OF AUTHORIZATIONS AND 

APPORTIONMENTS. 
"(a) ESTIMATES OF UNFUNDED AVIATION Au

THORIZATIONS AND NET AVIATION RECEIPTS.
Not later than March 31 of each year, the 
Secretary of Transportation, in consultation 
with the Secretary of the Treasury, shall es
timate-

"<1> the amount which would <but for this 
section> be the unfunded aviation authoriza
tions at the close of the next fiscal year, and 

"(2) the net aviation receipts for the 24-
month period beginning at the close of such 
fiscal year. 

"(b) PROCEDURE WHERE THERE IS EXCESS 
UNFUNDED AVIATION AUTHORIZATIONS.-If 
the Secretary of Transportation determines 
for any fiscal year that the amount de
scribed in subsection (a)(l) exceeds the 
amount described in subsection <a><2>, the 
Secretary shall determine the amount of 
such excess. 

"(c) ADJUSTMENT OF AUTHORIZATIONS 
WHERE UNFUNDED AUTHORIZATIONS EXCEED 2 
YEARS' RECEIPTS.-

"(1) DETERMINATION OF PERCENTAGE.-If 
the Secretary of Transportation determines 
that there is an excess referred to in subsec
tion <b>. the Secretary of Transportation 
shall dete.mine the percentage which-

"<A> such excess, is of 
"(B) the total of the amounts authorized 

to be appropriated and the amounts avail
able for obligation from the Airport and 
Airway Trust Fund for the next fiscal year. 

"(2) ADJUSTMENT OF AUTHORIZATIONS.-If 
the Secretary of Transportation determines 
a percentage under paragraph ( 1 >. each 
amount authorized to be appropriated or 
available for obligation from the Airport 
and Airway Trust Fund for the next fiscal 
year shall be reduced by such percentage. 

"(d) AVAILABILITY OF AMOUNTS PREviOUSLY 
WITHHELD.-If, after an adjustment has 
been made under subsection (c)(2), the Sec
retary of Transportation determines that 
the amount described in subsection <a><l> 
does not exceed the amount described in 
subsection <a><2> or that the excess referred 
to in subsection (b) is less than the amount 
previously determined, each amount author
ized to be appropriated or available for obli
gation that was reduced under subsection 
<c><2> shall be increased, by an equal per
centage, to the extent the Secretary of 
Transportation determines that it may be so 
increased without causing the amount de
scribed in subsection <a>< 1 > to exceed the 
amount described in subsection (a)(2) (but 
not by more than the amount of the reduc
tion>. The Secretary of Transportation shall 
apportion amounts made available for ap
portionment by reason of the preceding sen
tence. Any funds apportioned pursuant to 
the preceding sentence shall remain avail
able for the period for which they would be 
available if such apportionment took effect 
with the fiscal year in which they are ap
portioned pursuant to the preceding sen
tence. 

"(e) DEFINITIONS.-For purposes of this 
section-
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"(1) UNFUNDED AVIATION AUTHORIZATIONS.

The term 'unfunded aviation authoriza
tions' means, at any time, the excess <if any> 
of-

"<A> the total amount authorized to be ap
propriated or available for obligation from 
the Airport and Airway Trust Fund which 
has not been appropriated or obligated, over 

"<B> the amount available in the Airport 
and Airway Trust Fund at such time to 
make such appropriations or to liquidate 
such obligations (after all other unliquida
ted obligations at such time which are pay
able from the Airport and Airway Trust 
Fund have been liquidated). 

"(2) NET AVIATION RECEIPTS.-The term 
'net aviation receipts' means, with respect to 
any period, the excess of-

"<A> the receipts <including interest> of 
the Airport and Airway Trust Fund during 
such period, over 

"<B> the amounts to be transferred during 
such period from such Fund under section 
9502<d> of the Internal Revenue Code of 
1954 <other than paragraph <1> thereof>. 

"(f) REPORTs.-Any estimate under subsec
tion <a> and any determination under sub
section (b), <c>. or <d> shall be reported by 
the Secretary of Transportation to the 
Committee on Ways and Means of the 
House of Representatives, the Committee 
on Finance of the Senate, the Committee on 
Public Works and Transportation of the 
House of Representatives, and the Commit
tee on Commerce, Science, and Transporta
tion of the Senate.". 
SEC. 8403. ADJUSTMENTS OF AUTHORIZATIONS AND 

APPROPRIATIONS OUT OF THE 
INLAND WATERWAYS TRUST FUND. 

(a) ESTIMATES OF UNFUNDED INLAND WATER
WAYS AUTHORIZATIONS AND NET INLAND WA
TERWAYS RECEIPTS.-Not later than March 
31 of each year, the Secretary of the Army, 
in consultation with the Secretary of the 
Treasury, shall estimate-

< 1 > the amount which would <but for this 
section> be the unfunded inland waterways 
authorizations at the close of the next fiscal 
year, and 

(2) the net inland waterways receipts at 
the close of the next fiscal year. 

(b) PROCEDURE WHERE THERE IS ExCESS 
UNFUNDED INLAND WATERWAYS AUTHORIZA
TIONS.-If the Secretary of the Army deter
mines for any fiscal year that the amount 
described in subsection <a><l > exceeds the 
amount described in subsection <a><2>. the 
Secretary shall determine the amount of 
such excess. 

(C) ADJUSTMENT OF AUTHORIZATIONS 
WHERE UNFUNDED AUTHORIZATIONS EXCEED 
RECEIPTS.-

(1) DETERMINATION OF PERCENTAGE.-If the 
Secretary of the Army determines that 
there is an excess referred to in subsection 
(b), the Secretary of the Army shall deter
mine the percentage which-

<A> such excess, is of 
<B> the total of the amounts authorized to 

be appropriated and the amounts available 
for obligation from the Inland Waterways 
Trust Fund for the next fiscal year. 

(2) ADJUSTMENT OF AUTHORIZATIONS.-If 
the Secretary of the Army determines a per
centage under paragraph (1), each amount 
authorized to be appropriated or available 
for obligation from the Inland Waterways 
Trust Fund for the next fiscal year shall be 
reduced by such percentage. 

(d) AVAILABILITY OF AMOUNTS PREVIOUSLY 
WITHHELD.-If, after an adjustment has 
been made under subsection <c><2>, the Sec
retary of the Army determines that the 
amount described in subsection <a><l> does 

not exceed the amount described in subsec
tion <a><2> or that the excess referred to in 
subsection <b> is less than the amount previ
ously determined, each amount authorized 
to be appropriated or available for obliga
tion that was reduced under subsection 
<c><2> shall be increased, by an equal per
centage, to the extent the Secretary of the 
Army determines that it may be so in
creased without causing the amount de
scribed in subsection <a><l> to exceed the 
amount described in subsection (a)(2) <but 
not by more than the amount of the reduc
tion>. 

<e> DEFINITIONs.-For purposes of this sec
tion-

(1) UNFUNDED INLAND WATERWAYS AUTHORI
ZATIONS.-The term "unfunded inland wa
terways authorizations" means, at any time, 
the excess <if any> of-

<A> the total amount authorized to be ap
propriated or available for obligation from 
the Inland Waterways Trust Fund which 
has not been appropriated or obligated, over 

<B> the amount available in the Inland 
Waterways Trust Fund at such time to 
make such appropriations. 

(2) NET INLAND WATERWAYS RECEIPTS.-The 
term "net inland waterways receipts" 
means, with respect to any period, the re
ceipts <including interest> of the Inland Wa
terways Trust Fund during such period. 

(f) REPORTS.-Any estimate under subsec
tion <a> and any determination under sub
section <b>. (c), or (d) shall be reported by 
the Secretary of the Army to the Commit
tee on Ways and Means of the House of 
Representatives, the Committee on Finance 
of the Senate, the Committee on Public 
Works and Transportation of the House of 
Representatives, and the Committee on En
vironment and Public Works of the Senate. 
SEC. 8404. CONFORMING AMENDMENTS AND LIMI-

TATIONS TO THE BUDGET PROCESS. 
<a> EXEMPTION FRoM SEQUESTRATION 

ORDER.-Section 255(g)(l) of the Balanced 
Budget and Emergency Deficit Control Act 
of 1985 <2 U.S.C. 905; 99 Stat. 1083> is 
amended-

< 1) by inserting after the 1st undesignated 
paragraph <relating to activities resulting 
from private donations) the following new 
undesignated paragraph: 

"Airport and Airway Trust Fund <69-8106-
0-7-402; 69-8107-0-7-402; 69-8108-0-7-402; 
69-8104-0-7-402);"; and 

<2> by inserting after the 14th undesignat
ed paragraph <relating to health profes
sions> the following new undesignated para
graphs: 

"Highway Trust Fund <20-8102-0-7-401; 
69-8019-0-7-401; 69-8020-0-7-401; 69-8099-
0-7-401>; 

"Inland Waterways Trust Fund (20-8861-
0-7-301);". 

(b) TREATMENT OF TRUST FuND RECEIPTS 
FOR DEFICIT CALCULATION PuRPOSES.-Sec
tion 3(6) of the Congressional Budget and 
Impoundment Control Act of 1974 is amend
ed by adding after the second sentence the 
following new sentences: "In calculating the 
deficit for purposes of comparison with the 
maximum deficit amount under the Bal
anced Budget and Emergency Deficit Con
trol Act of 1985 and in calculating the 
excess deficit for purposes of sections 251 
and 252 of such Act of 1985 <notwithstand
ing section 840l<a> of the Omnibus Budget 
Reconciliation Act of 1986> for any fiscal 
year, the receipts of the Highway Trust 
Fund <including the Mass Transit Account>. 
the Airport and Airway Trust Fund, and the 
Inland Waterways Trust Fund allocable to 
the transportation-related operations of 

each such Trust Fund for such fiscal year 
shall be included in total revenues for such 
fiscal year, and the disbursements allocable 
to the transportation-related operations of 
each such Trust Fund for such fiscal year 
shall be included in total budget outlays for 
such fiscal year. For purposes of the preced
ing sentence, the receipts and disbursements 
allocable to the transportation-related oper
ations of such Trust Funds shall be those 
described in section 840l<b) of the Omnibus 
Budget Reconciliation Act of 1986.". 

(C) LIMITATIONS ON CONGRESSIONAL BUDGET 
PRoCESs.-section 310 of the Congressional 
Budget and Impoundment Control Act of 
1974 is amended by adding at the end the 
following new subsection: 

"(h) LIMITATION ON CHANGES TO THE HIGH
WAY, AIRPORT AND AIRWAY, AND INLAND WA
TERWAYS TRUST FuNDs.-Notwithstanding 
any other provision of law, it shall not be in 
order in the Senate or the House of Repre
sentatives to consider-

"(1) any concurrent resolution on the 
budget for any fiscal year, or any amend
ment thereto or conference report thereon, 
that assumes or contains in the aggregate 
totals or functional categories provided for 
by section 301<a> any amount of budget au
thority or budget outlays from the Highway 
Trust Fund, the Airport and Airway Trust 
Fund, or the Inland Waterways Trust Fund, 

"<2> any concurrent resolution on the 
budget for any fiscal year, or any amend
ment thereto or conference report thereon, 
that contains reconciliation instructions 
with respect to the Highway Trust Fund, 
the Airport and Airway Trust Fund, or the 
Inland Waterways Trust Fund, or 

"(3) to consider any reconciliation bill or 
reconciliation resolution reported pursuant 
to a concurrent resolution on the budget 
agreed to under section 301 or 304, or a reso
lution pursuant to section 254<b> of the Bal
anced Budget and Emergency Deficit Con
trol Act of 1985, or any amendment thereto 
or conference report thereon, that contains 
recommendations with respect to the High
way Trust Fund, the Airport and Airway 
Trust Fund, or the Inland Waterways Trust 
Fund.". 

(d) CONFORMING ENFORCEMENT PROCE
DURES.-Sections 302<c>. 302<!>. 303<a>, 
3ll(a), and 402 of the Congressional Budget 
and Impoundment Control Act of 1974 shall 
not apply to any bill, resolution, or amend
ment <including a conference thereon> 
which provides contract authority or budget 
outlays from the Highway Trust Fund or 
the Airport and Airway Trust Fund or 
budget authority or budget outlays from 
the Inland Waterways Trust Fund. 
SEC. 8405. EFFECTIVE DATE. 

This subtitle (including the amendments 
made by this subtitle) shall take effect Oc
tober 1, 1987, except that the amendments 
made by section 8404(a) shall take effect 
March 15, 1987. 

Subtitle F-Comprehensive Oil Pollution 
Liability and Compensation 

SEC. 8500. SHORT TITLE. 
This subtitle may be cited as the "Com

prehensive Oil Pollution Liability and Com
pensation Act". 

PART l-OlL POLLUTION LIABILITY AND 
COMPENSATION 

SEC. 8501. DEFINITIONS. 
For purposes of this part, the term-
O> "claim" means a demand in writing for 

a sum certain; 
<2> "cleanup costs" means costs of reason

able measures taken, after an incident has 
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occurred, to prevent, minimize, or mitigate 
oil pollution from that incident; 

<3> "discharge" means any emission, inten
tional or unintentional, and includes spill
ing, leaking, pumping, pouring,e01ptying,or 
dumping; 

<4> "facility" means a structure, or group 
of structures, which is either-

<A> located, in whole or in part, on the 
Outer Continental Shelf and used for the 
purposes of exploring for, drilling for, pro
ducing, storing, handling, transferring, proc
essing, or transporting oil produced from 
the Outer Continental Shelf, or 

<B> licensed under the Deepwater Port 
Act of 1974; 

(5) "foreign claimant" means any person 
residing in a foreign country, the govern
ment of a foreign country, or any agency or 
political subdivision thereof, who asserts a 
claim; 

<6> "guarantor" means the person, other 
than the responsible party, who provides 
evidence of financial responsibility for a re
sponsible party; 

(7) "incident" means any occurrence or 
series of occurrences having the same 
origin, involving one or more vessels, facili
ties, or any combination thereof, which 
causes, or poses a substantial threat, of oil 
pollution; 

(8) "inland oil barge" means a non-self
propelled vessel, carrying oil in bulk as 
cargo or in residue from cargo and certifi
cated to operate only on the internal waters 
of the United States while operating in such 
waters; 

(9} "internal waters of the United States" 
means those waters of the United States 
lying inside the baseline fro01 which the ter
ritorial sea is measured and those waters 
outside that baseline which are a part of the 
Gulf Intracoastal Waterway; 

(10) "lessee" means a person holding a 
leasehold interest in an oil and gas lease on 
submerged lands of the outer Continental 
Shelf granted or 01aintained under the 
Outer Continental Shelf Lands Act; 

< 11) "licensee" means a person holding a 
license issued under the Deepwater Port Act 
of 1974; 

<12> "mobile offshore drilling unit" means 
every watercraft or other contrivance <other 
than a public vessel of the United States) 
capable of use as a means of transportation 
on water and as a means of drilling for oil 
on the outer Continental Shelf; 

<13> "natural resources" means living and 
nonliving resources belonging to, managed 
by, held in trust by, appertaining to, or oth
erwise controlled by the United States <in
cluding the resources of the fishery conser
vation zone established by the Fishery Con
servation and Management Act of 1976), 
any State or local government, or any for
eign government; 

<14) "navigable waters" means the waters 
of the United States, including the territori
al sea; 

<15) "oil" means petroleum, including 
crude oil or any fraction or residue there
from; 

<16> "oil pollution" means-
<A> the presence of oil in or on the naviga

ble waters or on land within the United 
States immediately adjacent thereto, or in 
or on the waters of the contiguous zone-

(i) which has been discharged from a 
vessel or facility; and 

(ii) which has been discharged in quanti
ties which the President has determined 
may be harmful pursuant to paragraph <4> 
of subsection <b) of section 311 of the Feder
al Water Pollution Control Act; 

<B> the presence of oil <other than natural 
seepage) in or on waters outside the territo
rial limits of the United States and of any 
foreign country-

(i) which has been discharged in connec
tion with activities conducted under the 
Outer Continental Shelf Lands Act; 

(ii) which has been discharged from a 
deepwater port licensed under the Deepwa
ter Port Act of 197 4 or from a vessel transit
ing to or from a deepwater port and located 
in a safety zone of a deepwater port licensed 
under such Act; 

(iii) causing injury to or loss of natural re
sources; or 

<iv> which has been discharged, before 
being brought ashore in a port in the United 
States, from a ship that received such oil at 
the terminal of the pipeline constructed 
under the Trans-Alaska Pipeline Authoriza
tion Act <43 U.S.C. 1651 et seq.) for trans
portation to a port in the United States; and 

<C> the presence of oil <other than natural 
seepage) in or on the waters, including the 
territorial sea, or adjacent shoreline, of a 
foreign country-

(i) which has been discharged from a 
vessel located within the navigable waters; 

(ii) which has been discharged in connec
tion with activities conducted under the 
Outer Continental Shelf Lands Act; 

<iii> which has been discharged from a 
deepwater port licensed under the Deepwa
ter Port Act of 1974 or a vessel transiting to 
or from a deepwater port and located in a 
safety zone of a deepwater port under such 
Act; or 

<iv> which, in the case of the waters or ad
jacent shoreline of Canada, has been dis
charged, before being brought ashore in a 
port in the United States, from a ship that 
received such oil at the terminal of the pipe
line constructed under the Trans-Alaska 
Pipeline Authorization Act (43 U.S.C. 1651 
et seq.) for transportation to a port in the 
United States; 

<17> "operator" means-
<A> in the case of a vessel, a charterer by 

demise or any other person, except the 
owner, who is responsible for the operation, 
manning, victualing, and supplying of the 
vessel; or 

<B> in the case of a pipeline, any person, 
except the owner, who is responsible for the 
operation of such pipeline by agreement 
with the owner; 

(18) "Outer Continental Shelf" has the 
meaning set forth in subsection (a) of sec
tion 2 of the Outer Continental Shelf Lands 
Act; 

(19) "owner" means, in the case of a vessel 
or a pipeline, any person holding title to, or 
in the absence of title, any other indicia of 
ownership of, the vessel or pipeline, wheth
er by lease, permit, contract, license, or 
other form of agreement, except that such 
term does not include a person who, without 
participating in the management or oper
ation of a vessel or a pipeline, holds indicia 
of ownership primarily to protect his securi
ty interest in the vessel or pipeline; 

<20) "permittee" means a person holding 
an authorization, license, or permit for geo
logical exploration issued under section 11 
of the Outer Continental Shelf Lands Act; 

(21) "person" means an individual, firm, 
corporation, association, partnership, con
sortium, joint venture, or any other com
mercial, legal, or governmental entity; 

<22) "public vessel" means a vessel 
which-

< A> is owned or chartered by demise, and 
operated by (i) the United States, <ii> a 
State or political subdivision thereof, or (iii) 
a foreign government, and 

<B> is not engaged in commercial service; 
<23) "removal costs" means-
<A> costs incurred under subsection (c), 

(d), or (l) of section 311 of the Federal 
Water Pollution Control Act, section 5 of 
the Intervention on the High Seas Act, or 
subsection (b) of section 18 of the Deepwa
ter Port Act of 1974, and 

<B> cleanup costs, other than the costs de
scribed in subparagraph <A>; 

<24) "responsible party" means-
<A> with respect to a vessel or a pipeline, 

the owner or operator of such vessel or pipe
line; 

<B> with respect to a facility <other than a 
deepwater port or pipeline), the lessee or 
permittee of the area in which such facility 
is located, or the holder of a right of use 
and easement granted under the Outer Con
tinental Shelf Lands Act for the area in 
which such facility is located where such 
holder is a different person than the lessee 
or permittee; and 

<C> with respect to a deepwater port, the 
licensee; 

(25) "Secretary" means the Secretary of 
Transportation; 

<26) "ship" means a vessel <other than an 
inland oil barge> carrying oil in bulk as 
cargo or in residue from cargo; 

<27) "Trust Fund" means the Oil Spill Li
ability Trust Fund established by section 
9505 of the Internal Revenue Code of 1954; 

(28) "United States" and "State" mean 
the several States of the United States, the 
District of Columbia, Puerto Rico, Guam. 
American Samoa, the Virgin Islands, the 
Commonwealth of the Northern Marianas, 
the Trust Territory of the Pacific Islands, 
and any other territory or possession of the 
United States; 

<29) "United States claimant" means any 
person residing in the United States, the 
Government of the United States or any 
agency thereof, or the government of a 
State or a political subdivision thereof, who 
asserts a claim; and 

(30) "vessel" means every description of 
watercraft or other artificial contrivance 
used, or capable of being used, as a means of 
transportation on water. 
SEC. 8502. COORDINATION WITH INTERNATIONAL 

CONVENTIONS. 
During any period in which both the 

International Convention on Civil Liability 
for Oil Pollution Damage, 1984, and the 
International Convention on the Establish
ment of an International Fund for Compen
sation for Oil Pollution Damage, 1984, are 
in force with respect to the United States, 
this part shall not apply with respect to 
damage arising out of or directly resulting 
from oil pollution or a substantial threat of 
oil pollution to the extent that compensa
tion is available under such conventions and 
part 4. 
SEC. 8503. DAMAGES AND CLAI~"JTS. 

(a) DAMAGES FOR WHICH CLAIMS MAY BE 
AssERTED.-Claims may be asserted, to the 
extent provided in this section, for damages 
for economic loss incurred on or after the 
effective date of this section and arising out 
of or directly resulting from oil pollution or 
the substantial threat of oil pollution for-

<1) removal costs; 
(2) injury to, or destruction of, real or per

sonal property; 
(3) reasonable costs incurred in <A> assess

ing both short-term and long-term injury to, 
or destruction of, natural resources, <B> pre
paring a restoration and acquisition plan 
with respect to the damaged resources, and 
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<C> restoring or acquiring the equivalent of 
the damaged resources: 

<4> loss of subsistence use of natural re
sources: 

<5> loss of profits or impairment of earn
ing capacity due to injury or destruction of 
real or personal property or natural re
sources to the extent that such damages are 
sustained during the two-year period begin
ning on the date the claimant first suffers 
such loss: and 

(6) loss of tax revenue for a period of one 
year due to injury to real or personal prop
erty. 

<b> REMOVAL CosTs RECOVERABLE BY ALL 
CLAIMANTS.-

(1) GENERAL RULE.-A claim may be assert
ed under paragraph (1) of subsection <a> by 
any person. 

(2) LIMITATION ON RECOVERY BY RESPONSI
BLE PARTY.-<A> The responsible party with 
respect to a vessel or facility involved in an 
incident may assert a claim under para
graph <1> of subsection <a> only if he can 
show that-

(i) he is entitled to a defense to liability 
under section 8504<c>, or 

<ii> he is entitled to a limitation of liability 
under section 8504<b>. 

<B> A claimant who is not entitled to a de
fense to liability, but who is entitled to a 
limitation of liability, may assert a claim 
under paragraph (1) of subsection <a> only 
to the extent that the sum of the removal 
costs incurred by the responsible party plus 
the amounts paid by the responsible party 
or by the guarantor on behalf of the respon
sible party for claims asserted under subsec
tion <a> exceeds the amount to which the 
total of the liability under section 8504<a> 
and removal costs incurred by, or on behalf 
of, the responsible party is limited under 
section 8504(b). 

(C) OTHER DAMAGES RECOVERABLE BY 
UNITED STATES CLAIMANTS.-

(!) INJURY TO PROPERTY; SUBSISTENCE USE 
OF NATURAL RESOURCES.-A claim may be as
serted under paragraphs <2> and <4> of sub
section <a> with respect to oil pollution de
scribed in subparagraph <A> or <B> of sec
tion 8501<16> by any United States claimant, 
but only if the property involved is owned 
or leased, or the natural resource involved is 
utilized, by the claimant. 

(2) INJURY TO NATURAL RESOURCES.-A 
claim may be asserted under paragraph (3) 
of subsection <a> by the President as trustee 
for natural resources controlled by the 
United States or by the Governor of any 
State for natural resources within the 
boundary of the State and controlled by the 
State or a local government within the 
State. 

(3) Loss OF PROFITS.-A claim may be as
serted under paragraph (5) of subsection <a> 
with respect to oil pollution described in 
subparagraph (A) or <B> of section 8501<16> 
by any United States claimant, but only if 
the claimant derives at least 25 percent of 
his earnings from activities which utilize 
the property or natural resource or, if such 
activities are seasonal in nature, 25 percent 
of the claimant's earnings during the season 
in which such activities took place. 

(4) Loss OF TAX REVENUE.-A claim may be 
asserted under paragraph <6> of subsection 
(a) only by a State or political subdivision 
thereof. 

(d) OTHER DAMAGES RECOVERABLE BY FOR
EIGN CLAIMANTS.-

(!) GENERAL RULE.-A claim may be assert
ed under paragraph (2), (3), (4), or <5> of 
subsection <a> with respect to oil pollution 
described in subparagraph <C> of section 

8501<16) by a foreign claimant who is a resi
dent of the country in which the oil pollu
tion occurs, to the same extent that a 
United States claimant would be able to 
assert a claim with respect to oil pollution 
described in subparagraph <A> of section 
8501<16), if-

<A> the foreign claimant is not otherwise 
compensated for his loss: and 

<B> recovery is authorized by a treaty or 
an executive agreement between the United 
States and the foreign country of which the 
claimant is a resident, or the Secretary of 
State, in consultation with the Attorney 
General and other appropriate officials, cer
tifies that such country provides a compara
ble remedy for United States claimants. 

(2) SPECIAL RULE FOR CANADIAN CLAIMANTS 
RESPECTING TRANS-ALASKA PIPELINE OIL.-In 
the case of any oil pollution described in 
section 8501(16)(B)(iv> or 8501<16><C><iv), a 
claim may be asserted under paragraph (2), 
(3), <4>, or (5) of subsection <a> by a resident 
of Canada without regard to subparagraph 
<B> of paragraph (1), to the same extent 
that a United States claimant would be able 
to assert a claim with respect to oil pollu
tion described in subparagraphs <A> and <B> 
of section 8501<16). 

(e) ATTORNEY GENERAL.-A claim may be 
asserted under subsection <a> by the Attor
ney General, on his own motion or at the re
quest of the Secretary, on behalf of any 
group of United States claimants who may 
assert a claim under this section. 

(f) GROUP OF CLAIMANTS.-If the Attorney 
General fails to act under subsection <e> 
within sixty days after the date on which 
the Secretary designates a source under sec
tion 8506, any member of a group may 
assert a claim for damages on behalf of that 
group. Failure of the Attorney General to 
act shall have no bearing on any claim for 
damages asserted under this section. 
SEC. 8504. LIABILITY. 

<a> JOINT, SEVERAL, AND STRICT LIABIL
ITY.-

( 1) GENERAL RULE.-Subject to paragraph 
<2> of this subsection and subsections <b> 
and (c), the responsible party with respect 
to a facility or a vessel <other than a public 
vessel) that is the source of oil pollution, or 
poses a substantial threat of oil pollution in 
circumstances that justify the incurrence of 
the type of costs described in section 
8501<23)(A), shall be jointly, severally, and 
strictly liable for all damages for which a 
claim may be asserted under section 8503. 

(2) SPECIAL RULE FOR MODU'S.-(A) Except 
as provided in subparagraph <B>. in any case 
in which a mobile offshore drilling unit is 
being used as a facility and is the source of 
oil pollution originating on or above the sur
face of the water or poses a substantial 
threat of such oil pollution, such unit shall 
be deemed to be a vessel which is a ship for 
purposes of this part. 

<B> To the extent that damages for which 
claims may be asserted under section 8503 
from any incident described in subpara
graph <A> exceed the amount for which the 
responsible party is liable under subpara
graph <A> <as such amount may be limited 
under subsection (b)(l)(B)), the mobile off
shore drilling unit shall be deemed to be a 
facility covered by subsection (b)(l)(D), 
except that for purposes of applying subsec
tion <b><l><D> the amount specified in such 
subsection shall be reduced by the amount 
for which the responsible party with respect 
to a ship is liable under subparagraph <A>. 

<C> In the case of any incident described 
in subparagraph <A>-

(i) which is caused primarily by willful 
misconduct or gross negligence within the 
privity or knowledge of both the owner or 
operator of the mobile offshore drilling unit 
and the lessee or permittee of the area, or 
holder of a right of use or easement for the 
area, in which such unit is located; or 

(ii) with respect to which both such owner 
or operator and such lessee or permittee or 
holder fail or refuse to report the incident 
where required by law or to provide all rea
sonable cooperation and assistance request
ed by the responsible Federal official in fur
therance of cleanup and removal activities: 
such owner or operator and such lessee or 
permittee or holder shall be jointly, several
ly, and strictly liable <without limitation 
under subsection <b)) for all loss for which a 
claim may be asserted under section 8503. 

(b) LIMITS ON LIABILITY.-
(!) GENERAL RULE.-Except as provided in 

paragraph (2), the total of the liability 
under subsection <a> and any removal costs 
incurred by, or on behalf of, the responsible 
party with respect to an incident shall be 
limited to-

<A> in the case of a vessel other than a 
ship or an inland oil barge, $500,000 or $300 
per gross ton whichever is greater: 

<B> in the case of a ship, $3,000,000 or 
$420 per gross ton, whichever is greater <but 
not to exceed $60,000,000>: 

<C> in the case of an inland oil barge, 
$150,000 or $150 per gross ton, whichever is 
greater: or 

<D> in the case of a facility, $50,000,000. 
(2) EXCEPTIONS.-Paragraph (1) shall not 

apply-
<A> when the incident is caused primarily 

by willful misconduct or gross negligence 
within the privity or knowledge of a respon
sible party: or 

<B> when a responsible party fails or re
fuses to report the incident where required' 
by law or to provide all reasonable coopera
tion and assistance requested by the respon
sible Federal official in furtherance of 
cleanup and removal activities. 

(3) REPORT.-The Secretary shall, from 
time to time, report to Congress on the de
sirability of adjusting the limitations on li
ability specified in this subsection. 

(C) DEFENSES TO LIABILITY.-
(!) COMPLETE DEFENSES.-Except when the 

responsible party has failed or refused to 
report an incident where required by law, 
there shall be no liability under subsection 
(a) if the responsible party proves that the 
incident-

< A> resulted from an act of war, hostilities, 
civil war, insurrection, or a natural phe
nomenon of an exceptional, inevitable, and 
irresistible character, or 

(B) was wholly caused by an act or omis
sion of a person other than-

(i) a responsible party: 
(ii) an employee or agent of ·a responsible 

party: or 
(iii) one whose act or omission occurs in 

connection with a contractual relationship 
with a responsible party. 

(2) PARTIAL DEFENSES.-There shall be no 
liability under subsection <a>-

<A> as to a particular claimant, where the 
incident or economic loss is caused, in whole 
or in part, by the gross negligence or willful 
misconduct of that claimant: or 

<B> as to a particular claimant, to the 
extent that the incident or economic loss is 
caused by the negligence of that claimant. 

(d) LIABILITY OF TRUST FuND.-
( 1) GENERAL RULE.-The Trust Fund shall 

be liable for damages for which claims may 
be asserted under section 8503 and for 
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which claims are presented under this part, 
to the extent that the damages are not oth
erwise compensated. 

(2) DEFENSES TO LIABILITY.-Except for the 
removal costs specified in section 
8501<23><A>. there shall be no liability under 
paragraph <1>, <2>. or <3>-

<A> where the incident is caused wholly by 
an act of war, hostilities, civil war, or insur
rection; 

<B> as to a particular claimant, where the 
incident or the economic loss is caused, in 
whole or in part, by the gross negligence or 
willful misconduct of that claimant; or 

<C> as to a particular claimant, to the 
extent that the incident or the economic 
loss is caused by the negligence of that 
claimant. 

(e) LIABILITY FOR INTEREST.-
(1) GENERAL RULE.-The responsible party 

or his guarantor shall be liable to the claim
ant for interest on the amount paid in satis
faction of a claim under section 8503 for the 
period described in paragraph <2>. 

(2) PERIOD FOR WHICH INTEREST IS OWED.
(A) Except as provided in subparagraph <B>, 
the period for which interest shall be paid 
under paragraph (1 > is the period beginning 
on the date on which the claim is presented 
to the responsible party or guarantor and 
ending on the date on which the claimant is 
paid, inclusive. 

<B> If the responsible party or guarantor 
offers to the claimant an amount equal to 
or greater than that finally paid in satisfac
tion of the claim, the period described in 
subparagraph <A> shall not include the 
period beginning on the date such offer is 
made and ending on the date such offer is 
accepted. If such offer is made within sixty 
days after the date upon which the claim is 
presented, or of the date upon which adver
tising is begun pursuant to section 8506, 
whichever is later, the period described in 
subparagraph <A> shall not include any 
period before such offer is accepted. 

(3) RATE OF INTEREST.-The interest paid 
under this subsection shall be calculated at 
the average of the highest rate for commer
cial and finance company paper of maturi
ties of one hundred and eighty days or less 
obtaining on each of the days included 
within the period for which interest must be 
paid to the claimant, as published in the 
Federal Reserve bulletin. 

(4) RELATIONSHIP TO LIABILITY LIMITS.-In
terest under this subsection shall be in addi
tion to damages for which claims may be as
serted under section 8503 and shall be paid 
without regard to any limitation of liability 
under subsection (b). The payment of inter
est under this subsection by a guarantor 
shall be subject to section 8505<e>. 

(f) AGREEMENTS.-
(1) LIABILITY NOT TRANSFERABLE.-A re

SPOnSible party may not transfer the liabil
ity imposed under this section to any other 
person. 

(2) INDEMNIFICATION AGREEMENTS.-Noth
ing in this subtitle shall preclude an agree
ment whereby a person who, by an agree
ment with a responsible party, agrees to in
demnify the responsible party for the liabil
ity imposed under subsection <a>. 

(g) RELATIONSHIP TO OTHER CAUSES OF 
ACTION.-Nothing in this part shall bar a 
cause of action that a responsible party sub
ject to liability under this section or a guar
antor has or would have by reason of subro
gation or otherwise against any person. 

(h) RELATIONSHIP TO OTHER LAW.-To the 
extent that it is in conflict with, or other
wise inconsistent with, any other law <other 
than part 5 or any amendmept made by 

part 5) relating to liability or the limitation 
thereof, this section supersedes such other 
law. 

(i) ADMINISTRATIVE COSTS.-The Trust 
Fund shall not be available for the payment 
of costs and expenses of administration of 
this subtitle, unless such costs and expenses 
are necessary for and incidental to the im
plementation of this subtitle. 
SEC. 8505. FINANCIAL RESPONSIBILITY. 

<a> VEssns.-
(1) REQUIREMENT.-The responsible party 

with respect to each vessel <except a public 
vessel or a non-sell-propelled vessel that 
does not carry oil as cargo or fuel) over 
three hundred gross tons that uses a facility 
or the navigable waters shall establish and 
maintain, in accordance with regulations 
promulgated by the Secretary, evidence of 
financial responsibility sufficient to satisfy 
the maximum liability under section 8504 to 
which the responsible party would be ex
posed in a case where he would be entitled 
to limit his liability in accordance with sub
section <b> of section 8504. In cases where a 
responsible party owns or operates more 
than one vessel subject to this subsection, 
evidence of financial responsibility need be 
established only to meet the maximum li
ability applicable to the largest of such ves
sels. 

(2) WITHHOLDING CLEARANCE.-The Secre
tary of the Treasury shall withhold or 
revoke the clearance required by section 
4197 of the Revised Statutes of the United 
States of any vessel subject to this subsec
tion that does not have the certification re
quired under this subsection or the regula
tions issued hereunder. 

(3) DENYING ENTRY TO OR DETAINING VES
SELS.-The Secretary of the department in 
which the Coast Guard is operating may <A> 
deny entry to any facility, to any port or 
place in the United States, or to the naviga
ble waters, or <B> detain at the facility or at 
the port or place in the United States, any 
vessel subject to this subsection that, upon 
request, does not produce the certification 
required under this subsection or regula
tions issued hereunder. 

(b) FACILITIES.-The responsible party 
with respect to each facility shall establish 
and maintain, in accordance with regula
tions issued by the Secretary, evidence of fi
nancial responsibility sufficient to satisfy 
the maximum amount of liability to which 
the responsibile party would be exposed in a 
case where he would be entitled to limit his 
liability in accordance with subsection (b) of 
section 8504. In cases where the responsibile 
party is responsible for more than one facili
ty subject to this subsection, evidence of fi
nancial responsibility need be established 
only to meet the maximum liability applica
ble to one such facility. 

<c> METHoDs.-Financial responsibility 
under this section may be established by 
any one, or by any combination, of the fol
lowing methods acceptable to the Secretary: 
evidence of insurance, surety bond, qualifi
cation as a sell-insurer, or other evidence of 
financial responsibility. Any bond filed shall 
be issued by a bonding company authorized 
to do business in the United States. 

(d) CLAIMS AGAINST GUARANTOR.-Any 
claim authorized by section 8503<a> may be 
asserted directly against any guarantor pro
viding evidence of financial responsibility as 
required under this section for any responsi
ble party with respect to a facility or vessel. 
In defending against such a claim, the guar
antor may invoke all rights and defenses 
which would be available to the responsible 
party under this part. He may also invoke 

the defense that the incident was caused by 
the willful misconduct of the responsible 
party, but he may not invoke any other de
fense that he might be entitled to invoke in 
proceedings brought by the responsible 
party against him. 

(e) LIMITATION ON GUARANTOR'S LIABIL
ITY.-Nothing in this part shall impose li
ability with respect to an incident on any 
guarantor for damages or removal costs 
which exceeds, in the aggregate, the 
amount of financial responsibility which 
that guarantor has provided for the respon
sible party for any vessel or facility that was 
a source of oil pollution in that incident. 
Nothing in this subsection shall be con
strued to limit any other statutory, contrac
tual, or common law liability of a guarantor 
to any responsible party for whom such 
guarantor provides evidence of financial re
sponsibility including, but not limited to, 
the liability of such guarantor for negotiat
ing in bad faith a settlement of any claim. 
SEC. 8506. DESIGNATION AND ADVERTISEMENT. 

(a) DESIGNATION OF SOURCE AND NOTIFICA
TION.-When the Secretary receives infor
mation of an incident that involves oil pollu
tion, he shall, where possible and appropri
ate, designate the source or sources of the 
oil pollution. If a designated source is a 
vessel or a facility, the Secretary shall im
mediately notify the responsible party and 
the guarantor, if known, of that designa
tion. 

(b) ADVERTISEMENT BY THE RESPONSIBLE 
PARTY OR GUARANTOR.-If a responsible 
party or guarantor fails to inform the Secre
tary, within five days after receiving notifi
cation of a designation under subsection <a>, 
of his denial of the designation, such party 
or guarantor shall advertise the designation 
and the procedures by which claims may be 
presented to such party or guarantor, in ac
cordance with regulations promulgated by 
the Secretary. Advertisement under the pre
ceding sentence shall begin no later than 
fifteen days after the date of the designa
tion made under subsection <a>. If advertise
ment is not otherwise made in accordance 
with this subsection. the Secretary shall 
promptly and at the expense of the respon
sible party or the guarantor involved, adver
tise the designation and the procedures by 
which claims may be presented to the re
sponsible party or guarantor. Advertisement 
under this subsection shall continue for a 
period of no less than thirty days. 

(C) ADVERTISEMENT BY THE SECRETARY.
If-

< 1> the responsible party and the guaran
tor both deny a designation within five days 
after receiving notification of a designation 
under subsection <a>, 

<2> the source of the oil pollution was a 
public vessel, or 

<3> the Secretary is unable to designate 
the source or sources of the oil pollution 
under subsection <a>. 
the Secretary shall advertise or otherwise 
notify potential claimants of the procedures 
by which claims may be presented to the 
Trust Fund. 
SEC. 8507. CLAIMS SETTLEMENT. 

(a) PRESENTATION TO RESPONSIBLE PARTY 
OR GUARANTOR.-Except as provided in sub
section (b), all claims shall be presented to 
the responsible party or guarantor of the 
source designated under section 8506(a). 

(b) PRESENTATION TO TRUST FuND.-Claims 
may be presented to the Trust Fund-

<l> where the Secretary has advertised or 
otherwise notified claimants in accordance 
with section 8506<c>; 
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<2> by a responsible party who may assert 

a claim under section 8503<a>; or 
<3> by the Governor of a State for cleanup 

costs incurred by that State. 
<c> ELECTION.-If a claim is presented in 

accordance with subsection <a> and-
<1> each person to whom the claim is pre

sented denies all liability for the claim, or 
<2> the claim is not settled by any person 

by payment within 180 days after the date 
upon which <A> the claim was presented, or 
<B> advertising was begun pursuant to sec
tion 8506(b), whichever is later, 
the claimant may elect to commence an 
action in court against the responsible party 
or guarantor or to present the claim to the 
Trust Fund. Such an election shall be irrev
ocable and exclusive. 

(d) UNCOMPENSATED DAMAGES.-If a claim is 
presented in accordance with subsection <a> 
and full and adequate compensation is un
available, either because the claim exceeds a 
limit of liability invoked under section 8504 
or because the responsible party and his 
guarantor are financially incapable of meet
ing their obligations in full. a claim for the 
uncompensated damages may be presented 
to the Trust Fund. 

(e) TRANS:MITI'AL OF CLAIM AND DOCU· 
:MENTs.-In the case of a claim which has 
been presented to any person under subsec
tion <a> and which is being presented to the 
Trust Fund under subsection <c> or <d>, that 
person, at the request of the claimant, shall 
transmit the claim and supporting docu
ments to the Trust Fund. The Secretary 
may, by regulation, prescribe the documents 
to be so transmitted and the terms under 
which they are to be transmitted. 

(f) PRocEDURES.-The Secretary shall es
tablish procedures and standards for the 
prompt appraisal and settlement of claims 
against the Trust Fund, including proce
dures for ensuring the rapid and equitable 
settlement of claims submitted by the Gov
ernor of any State for cleanup costs in
curred by that State. 

(g) UsE OF PRIVATE ORGANIZATIONS AND 
FEDERAL PERSONNEL.-The Secretary may 
use the facilities and services of private in
surance and claims adjusting organizations 
or State agencies in processing claims 
against the Trust Fund and may contract 
for those facilities and services. To the 
extent necessitated by extraordinary cir
cumstances, where the services of private 
organizations or State agencies are inad
equate, the Secretary may use Federal per
sonnel, on a reimbursable basis, to process 
claims against the Trust Fund. 

<h> JUDICIAL REVIEW.-Any claimant, or 
any other person suffering legal wrong be
cause of, or adversely affected or aggrieved 
by, a final determination of the Secretary 
with respect to a claim, may bring an action 
for judicial review of the determination in 
accordance with chapter 7 of title 5, United 
States Code. Such action shall be brought 
under section 8509 and shall be the exclu
sive judicial remedy with respect to such 
final determination of the Secretary. Such 
an action shall be filed not later than thirty 
days after the Secretary issues notification 
of the final determination. Venue for any 
such action shall lie in any district wherein 
the claimant resides, in addition to any dis
trict described in section 8509<b>. 

(i) ACTIONS AGAINST RESPONSIBLE PARTY 
OR GUARANTOR.-

( 1) SERVICE OF PLEADINGS ON TRUST FUND.-
In any action brought under this part 
against a responsible party or guarantor, 
both the plaintiff and defendant shall serve 
a copy of the complaint and all subsequent 

pleadings therein upon the Trust Fund at 
the same time those pleadings are served 
upon the opposing parties. 

(2) INTERVENTION OF TRUST FUND.-The 
Trust Fund may intervene as a party as a 
matter of right in any action in which a 
complaint has been served upon it under 
paragraph < 1>. 

(3) ADMISSION OF LIABILITY.-In any action 
to which the Trust Fund is a party, if the 
responsible party or his guarantor admits li
ability under this part, the Trust Fund shall 
be dismissed therefrom to the extent of the 
admitted liability. 

(4) EFFECT OF JUDG:MENT.-If the Trust 
Fund has been served a copy of the com
plaint and all subsequent pleadings in an 
action referred to in paragraph <1>. the 
Trust Fund shall be bound by any judgment 
entered therein, whether or not the Trust 
Fund was a party to the action. 

(5) FAILURE TO SERVE PLEADINGS.-(A) If 
the plaintiff fails to serve a copy of the com
plaint upon the Trust Fund as required by 
paragraph (1), the plaintiff shall not recov
er from the Trust Fund any sums not paid 
by the defendant. 

<B> If the defendant fails to serve a copy 
of the initial answer to a complaint upon 
the Trust Fund as required by paragraph 
(1), the limitation of liability otherwise per
mitted by subsection <b> of section 8504 
shall not be available to the defendant. 

<C> If neither the plaintiff nor the defend
ant serves a copy of the complaint and all 
subsequent pleadings upon the Trust Fund 
as required in paragraph < 1>, the Trust 
Fund may serve a motion for a new trial for 
the purposes specified in this subparagraph. 
The motion must be served not later than 
ten days after the Trust Fund has received 
notice of the entry of the judgment in the 
action, but in no case later than ninety days 
after the entry of that judgment. The Trust 
Fund must establish in its motion that, due 
to the failure of the plaintiff or defendant 
to comply with paragraph <1 ), the Trust 
Fund failed to receive timely notice of one 
or more issues raised in the action, which 
might affect the liability of the Trust Fund 
in any case brought under this part. When 
the Trust Fund does so, the court shall open 
the judgment, if one has been entered, and 
shall take additional pleadings and testimo
ny on the identified issue or issues. The 
court may amend findings of fact and con
clusions of law or make new findings and 
conclusions and direct the entry of a new 
judgment in the action. 

(j) JOINDER OF PARTIES.-In any action 
brought against the Trust Fund the plain
tiff may join any responsible party or his 
guarantor, and the Trust Fund may implead 
any person, who is or may be liable to the 
Trust Fund. 

(k) PERIOD OF LIMITATIONS.-No claim may 
be presented, nor may any action be com
menced for damages recoverable under this 
part, unless that claim is presented to, or 
that action is commenced against, a respon
sible party or his guarantor or against the 
Trust Fund as to their respective liabilities, 
within three years from the date of discov
ery of the economic loss for which a claim 
may be asserted under subsection <a> of sec
tion 8503, or within six years of the date of 
the incident which resulted in that loss, 
whichever is earlier. 
SEC. 8508. SUBROGATION. 

(a) RIGHT OF SUBROGATION.-Any person, 
including the Trust Fund, who compensates 
any claimant for an economic loss compen
sable under section 8503 shall be subrogated 

to all rights, claims, and causes of action 
which that claimant has under this part. 

(b) RECOVERY BY TRUST FuND.-
( 1) DENIAL OF SOURCE DESIGNATION OR LI· 

ABILITY.-ln a case in which the Trust Fund 
has compensated a claimant for a claim pre
sented to the Trust Fund under section 
8507<b><l> or 8507<c><l>. the Trust Fund 
shall recover under subsection (a)-

<A> the amount the Trust Fund has paid 
to the claimant; 

<B> interest on that amount for the period 
beginning on the date on which the claim 
was first presented by the claimant to the 
Trust Fund or the responsible party or 
guarantor and ending on the date on which 
the Trust Fund is paid by the responsible 
party or guarantor, except that if the Trust 
Fund offered to the claimant the amount fi
nally paid by the Trust Fund to the claim
ant in satisfaction of the claim against the 
Trust Fund the responsible party or guaran
tor shall not be liable for interest for the 
period beginning on the date the Trust 
Fund made such offer and ending on the 
date on which the claimant accepted such 
offer; and 

<C> all costs incurred by the Trust Fund 
by reason of the claim of the claimant 
against the Trust Fund and by reason of the 
claim of the Trust Fund against the respon
sible party or guarantor. 

(2) FAILURE TO SETI'LE WHERE PAYMENT BY 
TRUST FUND EXCEED OFFER BY RESPONSIBLE 
PARTY.-In a case in which the Trust Fund 
has compensated a claimant for a claim pre
sented to the Trust Fund under section 
8507(c)(2) where the amount the Trust 
Fund has paid to the claimant exceeds the 
largest amount, if any, the responsible party 
or guarantor offered to the claimant in sat
isfaction of the claim of the claimant 
against the responsible party or guarantor, 
the Trust Fund shall recover under subsec
tion <a>-

<A> the amount the Trust Fund has paid 
the claimant, except that the portion of 
such amount in excess of the amount of
fered to the claimant by the responsible 
party or guarantor shall be subject to dis
pute by the responsible party or guarantor; 

<B> interest on the portion of such excess, 
if any, which is recovered by the Trust 
Fund, for a period determined in the same 
manner as in paragraph U><B>; and 

<C> all costs incurred by the Trust Fund 
by reason of the claim of the Trust Fund 
against the responsible party or guarantor. 

(3) FAILURE TO SETI'LE WHERE PAYMENT OF 
TRUST FUND DOES NOT EXCEED OFFER BY RE· 
SPONSIBLE PARTY.-In a case in Which the 
Trust Fund has compensated a claimant for 
a claim presented to the Trust Fund under 
section 8507<c><2> where the amount the 
Trust Fund has paid to the claimant is less 
than or equal to the largest amount the re
sponsible party or guarantor offered to the 
claimant in satisfaction of the claim of the 
claimant against the responsible party or 
guarantor, the Trust Fund shall recover 
under subsection (a)-

<A> the amount the Trust Fund has paid 
to the claimant; and 

<B> interest-
(i) for the period beginning on the date on 

which the claim was presented by the claim
ant to the responsible party or guarantor 
and ending on the date on which the re
sponsible party or guarantor offered to the 
claimant the largest amount referred to in 
this paragraph, except that if the responsi
ble party or guarantor offered such amount 
within sixty days after the date upon which 
the claim of the claimant was presented to 
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the responsible party or guarantor or adver
tising was commenced under section 8506, 
whichever is later, the responsible party or 
guarantor shall not be liable for interest for 
such period; and 

<iD for the period beginning on the date 
on which the claim of the Trust Fund 
against the responsible party or guarantor 
was presented to the responsible party or 
guarantor to the date on which the Trust 
Fund is paid, inclusive, except that if the re
sponsible party or guarantor offers to the 
Trust Fund the amount finally paid to the 
Trust Fund in satisfaction of the claim of 
the Trust Fund, interest shall not be paid 
for the period beginning on the date on 
which such offer is made and ending on the 
date on which the Trust Fund accepts that 
offer, inclusive. 

(4) SPECIAL RULES.-For purposes of this 
subsection-

<A> interest shall be calculated in accord
ance with section 8504<e>; and 

<B> costs recoverable under paragraphs 
<l><C> and <2><C> include, but are not limit
ed to, processing costs, investigating costs, 
court costs, and attorney's fees. 

(C) PAYMENT OF CERTAIN INTEREST TO 
CLAIMANT.-The Trust Fund shall pay over 
to the claimant that portion of any interest 
the Trust Fund recovers under subsections 
<b><l><B> and <b><2><B> for the period begin
ning on the date on which the claim of the 
claimant was first presented to the Trust 
Fund or the responsible party or guarantor 
to the date upon which the claimant was 
paid by the Trust Fund, inclusive. 

(d) APPLICATION OF LIABILITY LIMITS.
The Trust Fund is entitled to recover for all 
interest and costs specified in subsection <b> 
without regard to any limitation of liability 
to which the responsible party or guarantor 
may otherwise be entitled. The payment of 
such interest and costs by a guarantor shall 
be subject to section 8505<e>. 
SEC. 8509. JURISDICI'ION AND VENUE. 

<a> JURISDICTION.-The United States dis
trict courts shall have exclusive original ju
risdiction over all controversies arising 
under this part and parts 2 and 3, without 
regard to the citizenship of the parties or 
the amount in controversy. 

<b> VENUE.-Unless otherwise provided in 
this subtitle, venue shall lie in any district 
wherein the injury complained of occurred, 
or wherein the responsible party or guaran
tor resides, may be found, or has his princi
pal office. For purposes of this section, the 
Trust Fund resides in the District of Colum
bia. 
SEC. 8510. RELATIONSHIP TO OTHER LAW. 

(a) PREEM:PTION.-Except as provided in 
this subtitle, or in section 9505 of the Inter
nal Revenue Code of 1954-

(1) no action may be brought in any court 
of the United States, or of any State or po
litical subdivision thereof, for an economic 
loss compensable under this part, 

(2) no person may be required to contrib
ute to any fund, the purpose of which is to 
compensate for damages for an economic 
loss described in section 8503<a>, except 
that, for a period of three years beginning 
on the effective date of this section, any 
State which on such date has in effect a 
statute that requires such contributions 
may continue to require such contributions 
within the limits established by such statute 
as those limits exist on such date, and 

<3> no person may be required to establish 
or maintain evidence of financial responsi
bility relating to the satisfaction of a claim 
compensable under this part. 

(b) STATE FINANCING OF PREPARATION FOR 
OIL POLLUTION CLEANUP.-Nothing in this 
subtitle shall preclude any State from im
posing a tax or fee upon any person or upon 
oil in order to finance the purchase and pre
positioning of oil pollution cleanup and re
moval equipment or to finance other prep
arations for responding to a discharge of oil 
which affects such State. 

(C) ACTIONS BY TRUST FuND.-Nothing in 
subsection <a> shall prohibit an action by 
the Trust Fund under any other provision 
of law to recover compensation paid under 
this part. 
SEC. 8511. PENALTIES. 

Any person who, after notice and an op
portunity for a hearing, is found to have 
failed to comply with the requirements of 
section 8505 or the regulations issued there
under or with any denial or detention order 
shall be liable to the United States for a 
civil penalty, not to exceed $10,000 for each 
violation. The amount of the civil penalty 
shall be assessed by the Secretary by writ
ten notice. In determining the amount of 
such penalty, the Secretary shall take into 
account the nature, circumstances, extent, 
and gravity of the prohibited acts commit
ted and, with respect to the violator, the 
degree of culpability, any history of prior 
offenses, ability to pay, and such other mat
ters as justice may require. The Secretary 
may compromise, modify, or remit with or 
without conditions, any civil penalty which 
is subject to imposition or which has been 
imposed under this section. If any person 
fails to pay an assessment of a civil penalty 
after it has become final, the Secretary may 
refer the matter to the Attorney General 
for collection. 
SEC. 8512. AUTHORIZATION OF APPROPRIATIONS. 

There are authorized to be appropriated 
for fiscal years beginning on or after Octo
ber 1, 1985, such sums as may be necessary 
to carry out this subtitle. 
PART 2-REPORT AND COORDINATION WITH 

OTHER PROVISIONS 
SEC. 8601. ANNUAL REPORT. 

The Secretary shall report annually to the 
Congress on the activities of the Trust Fund 
during the preceding year. The Secretary 
shall include in any such report any recom
mendations for legislative changes needed 
for the Trust Fund to carry out the pur
poses of this subtitle. 
SEC. 8602. COORDINATION WITH OTHER PROVl

SIONS OF THIS ACI'. 
<a> If any provision of this subtitle pro

vides that the balance in any fund <herein
after in this subsection referred to as the 
"transferor fund") is to be transferred to 
the Trust Fund, any claim which arises 
before the effective date of such transfer <to 
the extent such claim would have been pay
able out of the transferor fund), shall be 
payable out of the Trust Fund. 

(b) If any provision of this subtitle au
thorizes amounts to be expended from the 
Trust Fund which are not authorized by 
part 5 <or an amendment made by part 5), 
such provision shall have no force or effect. 
PART 3-REGULATIONS, EFFEGriVE DATES, 

AND SAVINGS PROVISIONS 
SEC. 8701. EFFECI'IVE DATES. 

(a) PROVISIONS TAKING EFFECT ON DATE OF 
ENACTMENT.-This section, section 8501, sec
tion 8502, section 8512, part 2, section 
8702<a>O> and (3), section 8703, 8704, and 
each provision of part 1 that authorizes the 
promulgation of regulations shall be effec
tive on the date of the enactment of this 
subtitle. 

<b> PART 4.-Part 4 shall take effect on the 
first date on which both the International 
Convention on Civil Liability for Oil Pollu
tion Damage and the International Conven
tion on the Establishment of an Interna
tional Fund for Compensation for Oil Pollu
tion Damage are in force with respect to the 
United States. 

(C) PROVISIONS TAKING EFFECT IN 180 
DAYs.-All other provisions of this subtitle, 
and the regulations issued under this sub
title, shall take effect 180 days after the 
date of enactment of this subtitle, except 
that the penalty prescribed by section 8511 
for failure to comply with the requirements 
of section 8505 or the regulations issued 
thereunder shall not be effective until the 
ninetieth day after issuance of those regula
tions or the two hundred and seventieth day 
after the date of enactment of this subtitle, 
whichever is earlier. 

(d) REGULATIONS RESPECTING FINANCIAL 
RESPONSIBILITY.-Any regulation respecting 
financial responsibility, issued pursuant to 
any provision of law repealed by section 
8702, and in effect on the day immediately 
preceding the effective date of section 8702 
shall remain in force until superseded by 
regulations issued under part 1. 
SEC. 8702. CONFORMING AMENDMENTS. 

(a) TRANs-ALASKA PIPELINE AUTHORIZATION 
ACT.-<1) The first sentence of subsection 
<b> of section 204 of the Trans-Alaska Pipe
line Authorization Act <43 U.S.C. 1653<b>; 87 
Stat. 586> is amended by inserting "in the 
State of Alaska" after "any area" and by in
serting "related to the trans-Alaska oil pipe
line" after "any activities". Such subsection 
is further amended by inserting at the end 
thereof the following new sentence: "This 
subsection shall not apply to removal costs 
resulting from oil pollution as that term is 
defined in section 8501 of the Comprehen
sive Oil Pollution Liability and Compensa
tion Act.". 

<2> Subsection <c> of section 204 of the 
Trans-Alaska Pipeline Authorization Act <43 
U.S.C. 1653(c)) is repealed. Such repeal shall 
not affect the applicability of such subsec
tion to claims arising before the effective 
date of this paragraph. Notwithstanding 
section 8701, the repeal of-

<A> paragraph <4> of such subsection <es
tablishing the Trans-Alaska Pipeline Liabil
ity Fund), 

<B> paragraph <5> of such subsection <to 
the extent it permits costs of administration 
to be paid from the Fund and permits 
amounts in the Fund to be invested>, and 

<C> paragraph <8> of such subsection (per
mitting recovery by subrogation), 
shall only become effective upon the pay
ment by the Board of Trustees of the Trans
Alaska Pipeline Liability Fund of all claims 
certified under paragraph <3> of this subsec
tion. the rebate of all remaining amounts 
under paragraph <3> of this subsection, and 
the completion of all actions required to 
carry out paragraph (3) of this subsection. 

<3><A> Not later than 210 days after the 
date of enactment of this paragraph, the 
Board of Trustees of the Trans-Alaska Pipe
line Liability Fund shall certify to the Sec
retary of Transportation the total amount 
of claims outstanding against such Fund, as 
of the effective date of paragraph (2) of this 
subsection. The amount in the Trans-Alaska 
Pipeline Liability Fund exceeding the total 
amount certified under the preceding sen
tence shall be rebated directly, on a pro rata 
basis, to the owners of the oil at the time it 
was loaded on the vessel. 



25972 CONGRESSIONAL RECORD-HOUSE September 24, 1986 
<B> After the settlement of all claims de

scribed in subparagraph <A> and the comple
tion of all actions, if any, by the Trans
Alaska Pipeline Liability Fund for recovery 
of amounts paid on such claims, the remain
ing amounts in such Fund shall be rebated 
directly, on a pro rata basis, to the owners 
of the oil at the time it was loaded on the 
vessel. 

<C> Whenever a rebate is made on a pro 
rata basis to the owners of oil under sub
paragraph <A> or <B>. each such owner's 
share of the rebate shall be an amount de
termined by dividing the amount contribut
ed by such owner to the Trans-Alaska Pipe
line Liability Fund by the total amount con
tributed by all such owners to such Fund. 

<D> Trustees and former trustees of the 
Trans-Alaska Pipeline Liability Fund who 
were designated by the Secretary of the In
terior shall not be subject to any liability in
curred by that Fund or by the present and 
past officers and trustees of that Fund, 
other than liability for gross negligence or 
willful misconduct. 

(b) INTERVENTION ON THE HIGH SEAS ACT.
Section 17 of the Intervention on the High 
Seas Act <33 U.S.C. 1486; 88 Stat. 10) is 
amended to read as follows: 

"SEc. 17. The Oil Spill Liability Trust 
Fund established under section 9505 of the 
Internal Revenue Code of 1954 shall be 
available to the Secretary for actions and 
activities relating to oil pollution (as defined 
in section 8501 of the Comprehensive Oil 
Pollution Liability and Compensation Act>. 
or the substantial threat of oil pollution, 
taken under section 5 of this Act.". 

(C) FEDERAL WATER POLLUTION CONTROL 
Acr.-Section 311 of the Federal Water Pol
lution Control Act is amended as follows: 

(1) Subsection <a> is amended by striking 
out the period at the end of paragraph <17) 
and inserting in lieu thereof a semicolon 
and by adding at the end the following new 
paragraph: 

"<18> 'person in charge' means the individ
ual immediately responsible for the oper
ation of a vessel or facility.". 

(2) Paragraph (5) of subsection (b) is 
amended in the last sentence by inserting 
after "person" the following: "or his em
ployer". 

(3} Subparagraph <A> of paragraph (6) of 
subsection <b> is amended-

<A> in the first and second sentences, by 
striking out "or person in charge" each 
place it appears and inserting in lieu thereof 
"person in charge, or employer of such 
person in charge"; and 

(B) in the third sentence, by striking out 
"the owner or operator" and inserting in 
lieu thereof "whoever being". 

<4> Subparagraph <B> of paragraph <6> of 
subsection (b) is amended in the first and 
second sentences by striking out "or person 
in charge" each place it appears and insert
ing in lieu thereof "person in charge, or em
ployer of such person in charge". 

<5> Subsection (C)(2)(H) is amended by 
striking out "from the fund established 
under subsection <k> of this section for the 
reasonable costs incurred in such removal" 
and inserting in lieu thereof the following: 
" in the case of any discharge of oil from a 
v~el or facility, for the reasonable costs in
curred in such removal from the Oil Spill 
Liability Trust Fund". 

(6) Subsection <d> is amended by striking 
out the last sentence. 

(7) Subsections (f), (g), and (i) of section 
311 of the Federal Water Pollution Control 
Act shall not apply with respect to any dis
charge of oil resulting in damages for which 

a claim may be asserted under part 1 of this 
subtitle. 

<8> Subsection (i) is amended by striking 
out "<1)" after "(i)" and by striking out 
paragraphs <2> and <3>. 

<9><A> Subsection (k) is repealed, effective 
upon the payment from the fund estab
lished by such subsection of all claims certi
fied under subparagraph <B> and all remain
ing amounts to the general fund of the 
Treasury under subparagraph <B>. 

<B> Not later than 180 days after the ef
fective date of this paragraph, the Secretary 
of Transportation shall certify to the Secre
tary of the Treasury the total amount of 
the claims outstanding against the fund es
tablished by subsection <k> as of the effec
tive date of this paragraph. The amount in 
such fund exceeding the total amount certi
fied shall be transferred to the general fund 
of the Treasury. If the amount paid in set
tlement of such claims is less than the 
amount so certified, the remainder shell be 
transferred to the general fund of the 
Treasury. Any amounts received by the 
United States under section 311 with re
spect to such claims after the effective date 
of the repeal of subsection (k) shall be de
posited in the general fund of the Treasury. 

(10) Subsection (l) is amended by striking 
out the second sentence. 

(11) Subsection (p) is repealed. 
<12) Section 311 is amended by adding at 

the end thereof the following new subsec
tion: 

"(s) The Oil Spill Liability Trust Fund 
shall be available to carry out subsections 
(c), (d), (i), and (l) as those subsections 
relate to discharges of oil. Any amounts re
ceived by the United States under this sec
tion with respect to claims arising on or 
after the effective date of this subsection 
shall be deposited in the Oil Spill Liability 
Trust Fund.". 

(d) DEEPWATER PORT AcT OF 1974.-The 
Deepwater Port Act of 1974 (33 U.S.C. 1501 
et seq.; 88 Stat. 2126) is amended as follows: 

(1) Section 4<c><l> is amended by striking 
out "section 18(1) of this Act" and inserting 
in lieu thereof "section 8505 of the Compre
hensive Oil Pollution Liability and Compen
sation Act". 

(2) Subsections (b), (d), (e), (f), (g), (h), (i), 
(j), m. and <n> of section 18 are repealed 
and subsections (c), <k>, and <m> of section 
18 are redesignated as subsections (b), <c>. 
and (d), respectively. 

(3) Paragraph (3) of subsection <b> of sec
tion 18 <as redesignated by paragraph (2)) is 
amended by striking out "Deepwater Port 
Liability Fund established pursuant to sub
section (f) of this section." and inserting in 
lieu thereof "Oil Spill Liability Trust 
Fund.". 

<4> Subsection <c> of section 18 <as redesig
nated by paragraph (2)) is amended to read 
as follows: 

"(c) This section shall not be interpreted 
to preclude any State from imposing addi
tional requirements, not inconsistent with 
the provisions of the Comprehensive Oil 
Pollution Liability and Compensation Act. 
for any discharge of oil from a deepwater 
port or a vessel within any safety zone.". 

(5) Any amounts remaining in the Deep
water Port Liability Fund established by 
section 18<0 of the Deepwater Port Act of 
1974 shall be deposited in the Oil Spill Li
ability Trust Fund. The Oil Spill Liability 
Trust Fund shall assume all liability in
curred by the Deepwater Port Liability 
Fund under the Deepwater Port Act of 1974. 

(e) OUTER CONTINENTAL SHELF LANDS ACT 
AMENDMENTS OF 1978.-Title Ill of the Outer 

Continental Shelf Lands Act Amendments 
of 1978 <Public Law 95-372) is repealed. Any 
amounts remaining in the Offshore Oil Pol
lution Compensation Fund established 
under section 302 of that title shall be de
posited in the Oil Spill Liability Trust Fund 
established under section 9505 of the Inter
nal Revenue Code of 1954. The Oil Spill Li
ability Trust Fund shall assume all liability 
incurred by the Offshore Oil Pollution 
Compensation Fund under title III of the 
Outer Continental Shelf Lands Act Amend
ments of 1978. 
SEC. 8703. REGULATIONS AND DELEGATION OF AU

THORITY. 
The Secretary of Transportation may pre

scribe regulations to carry out this subtitle. 
SEC. 8704. SEPARABILITY. 

If any provision of this subtitle or the ap
plicability thereof is held invalid, the re
mainder of this subtitle shall not be affect
ed thereby. 

PART 4-IMPLEMENTATION OF 
CONVENTIONS 

SEC. 8801. RECOGNITION OF THE INTERNATIONAL 
FUND. 

The International Oil Pollution Compen
sation Fund established by article 2 of the 
International Fund Convention is recog
nized under the laws of the United States as 
a legal person and shall have the capacity 
under the laws of the United States to con
tract, to acquire and dispose of real and per
sonal property, and to institute and be a 
party to legal proceedings. The Director of 
the International Fund is recognized as the 
legal representative of the International 
Fund. The Director shall be deemed to have 
appointed irrevocably the Secretary of 
State his agent for service of process in any 
action against the International Fund in 
any court in the United States. 
SEC. 8802. SERVICE OF PROCESS AND INTERVEN

TION. 
(a) SERVICE OF PROCESS ON FuNns.-ln any 

action brought in a court in the United 
States against the owner of a ship or his 
guarantor under the Civil Liability Conven
tion, the plaintiff or defendant, as the case 
may be, shall serve a copy of the complaint 
and any subsequent pleading therein upon 
the International Fund and the Oil Spill Li
ability Trust Fund at the same time the 
complaint or other pleading is served upon 
the opposing parties. 

(b) lNTERVENTION.-The International 
Fund may intervene as a party as a matter 
of right in any action brought in a court in 
the United States against the owner of a 
ship or his guarantor under the Civil Liabil
ity Convention. 

<c> EFFECT oF JUDGMENT.-If the Interna
tional Fund has been served a copy of the 
complaint and all subsequent pleadings in 
an action referred to in subsection <a>. the 
International Fund shall be bound by any 
judgment entered therein, whether or not 
the International Fund was a party to the 
action. 
SEC. 8803. EXEMPTION FROM TAXATION. 

The International Fund and its assets 
shall be exempt from all direct taxation in 
the United States. 
SEC. 8804. PAYMENT OF CONTRIBUTIONS. 

<a> PAYMENTS To BE MADE FRoM OIL SPILL 
LIABILITY TRUST FuNn.-The amount of any 
contribution to the International Fund 
which is required to be made under article 
10 of the International Fund Convention by 
any person with respect to oil received in 
any port, terminal installation, or other in
stallation located in the United States shall 
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be paid to the International Fund from the 
Oil Spill Trust Fund. Before the Interna
tional Fund Convention enters into force 
with respect to the United States, the Presi
dent shall make, and deposit with the Secre
tary-General of the International Maritime 
Organization, a declaration under article 14 
of the International Fund Convention that 
the United States assumes the obligation to 
pay contributions under article 10 of such 
Convention in respect of oil received within 
the territory of the United States and that 
such amount will be paid from the Oil Spill 
Liability Trust Fund. 

(b) INFORMATION.-The Secretary shall, by 
regulation, require persons who are required 
to make contributions with respect to oil re
ceived in any port, terminal installation, or 
other installation in the United States 
under article 10 of the International Fund 
Convention to provide such information re
lating to that oil as may be necessary to 
carry out subsection <a>. 
SEC. 8805. JURISDICfiON OF DISTRICf COURTS. 

<a> JURISDICTION.-The United States dis
trict courts shall have exclusive original ju
risdiction of all controversies arising under 
the Civil Liability Convention or the Inter
national Fund Convention in-

(1) the territory, including the territorial 
sea, of the United States, or 

<2> the exclusive economic zone of the 
United States established by Proclamation 
Numbered 5030, dated March 10, 1983, 
without regard to the citizenship of the par
ties or the amount in controversy. 

(b) VENUE.-Venue shall lie in any district 
wherein the injury complained of occurred, 
or wherein the defendant resides, may be 
found, or has his principal office. For pur
poses of this subsection, the International 
Fund shall reside in the District of Colum
bia. 
SEC. 8806. RECOGNITION OF JUDGMENTS. 

Any final judgment of a court of any 
nation which is a party to the Civil Liability 
Convention or the International Fund Con
vention in an action for compensation under 
either such convention shall be recognized 
by any court of the United States or of a 
State when that judgment has become en
forceable in such nation and is no longer 
subject to ordinary forms of review, except 
where-

< 1) the judgment was obtained by fraud; 
or 

(2) the defendant was not given reasona
ble notice and a fair opportunity to present 
his case. 
SEC. 8807. FINANCIAL RESPONSIBILITY. 

(a) U.S. DOCUMENTED SHIPS.-The owner 
of each ship which is documented under the 
laws of the United States and is carrying 
more than two thousand tons of oil in bulk 
as cargo shall establish and maintain, in ac
cordance with regulations promulgated by 
the Secretary, evidence of financial respon
sibility in amounts sufficient to cover the 
maximum liability of such owner for pollu
tion damage arising from one incident under 
the Civil Liability Convention. The Secre
tary shall issue a certificate to each such 
owner who complies with this paragraph, in 
the form and manner required by the Civil 
Liability Convention. 

(b) U.S. OWNED SHIPS.-With respect to 
any ship owned by the United States, the 
Secretary shall issue a certificate stating 
that the ship is owned by the United States 
and that the ship's liability is covered 
within the limits of liability prescribed by 
the Civil Liability Convention. 

<c> OTHER SH.IPs.-The owner of each ship 
<other than a ship to which subsection <a> 

or <b> applies), wherever registered, which is 
carrying more than two thousand tons of oil 
in bulk as cargo and which enters or leaves 
a port or offshore terminal in the United 
States <including the territorial seas> shall 
establish and maintain, in accordance with 
regulations promulgated by the Secretary, 
evidence of financial responsibility in 
amounts sufficient to cover the maximum li
ability of such owner for pollution damage 
arising from one incident under the Civil Li
ability Convention. The owner of a ship 
which is registered in, or flying the flag of, a 
nation which is a party to the Civil Liability 
Convention shall be considered to have met 
the requirements of this paragraph if the 
ship is carrying a certificate issued by such 
nation attesting that insurance or other fi
nancial security is in force which meets the 
requirements of such Convention. 

(d) WITHHOLDING CLEARANCE.-The Secre
tary of the Treasury shall withhold or 
revoke the clearance required by section 
4197 of the Revised Statutes of the United 
States of any ship which does not have a 
certificate showing compliance with the re
quirements of financial responsibility under 
subsection (a) or (c). 

(e) DENYING ENTRY AND DETAINING VES
SELS.-The Secretary of the department in 
which the Coast Guard is operating may < 1) 
deny entry to any facility, to any port or 
place in the United States, or to the naviga
ble waters, or (2) detain at the facility or at 
the port or place in the United States, any 
vessel subject to this section that, upon re
quest, does not produce the certificate re
quired under this section or regulations 
issued hereunder. 
SEC. 8808. CIVIL PENALTY. 

Any person who, after notice and an op
portunity for a hearing, is found to have 
failed to comply with the requirements of 
section 8804<b> or 8807, the regulations 
issued under either such section, or any 
denial or detention order under section 
8807<e> shall be liable to the United States 
for a civil penalty, not to exceed $10,000 for 
each violation. The amount of the civil pen
alty shall be assessed by the Secretary by 
written notice. In determining the amount 
of such penalty, the Secretary shall take 
into account the nature, circumstances, 
extent, and gravity of the prohibited acts 
committed and, with respect to the violator, 
the degree of culpability, any history of 
prior offenses, ability to pay, and such other 
matters as justice may require. The Secre-, 
tary may compromise, modify, or remit with 
or without conditions any civil penalty 
which is subject to imposition or which has 
been imposed under this subsection. If any 
person fails to pay an assessment of a civil 
penalty after it has become final, the Secre
tary may refer the matter to the Attorney 
General for collection. 
SEC. 8809. WAIVER OF SOVEREIGN IMMUNITY. 

The United States waives all defenses 
based on its status as a sovereign State with 
respect to any controversy arising under the 
Civil Liability Convention or the Interna
tional Fund Convention relating to any ship 
owned by the United States and used for 
commercial purposes. 
SEC. 8810. RULES AND REGULATIONS. 

The Secretary may issue such rules and 
regulations as are necessary to implement 
the Civil Liability Convention and the Inter
national Fund Convention. 
SEC. 8811. DEFINITIONS. 

For purposes of this part-
(1) terms defined in part 1 have the same 

meanings when used in this part; 

<2> the term "Civil Liability Convention" 
means the International Convention on 
Civil Liability for Oil Pollution Damage, 
1984; 

(3) the term "International Fund" means 
the International Oil Pollution Compensa
tion Fund established by article 2 of the 
International Fund Convention; and 

< 4) the term "International Fund Conven
tion" means the International Convention 
on the Establishment of an International 
Fund for Compensation for Oil Pollution 
Damage, 1984. 

PART 5-0IL SPILL LIABILITY TRUST FUND 
AND ITS REVENUE SOURCES 

SEC. 8901. TAX ON PETROLEUM FOR OIL SPILL LJ. 
ABILITY TRUST FUND. 

<a> IN GENERAL.-Subsections <a> and <b> 
of section 4611 of the Internal Revenue 
Code of 1954 (relating to environmental tax 
on petroleum> are each amended by striking 
out "of 0.79 cent a barrel" and inserting in 
lieu thereof "at the rate specified in subsec
tion (c)". 

(b) INCREASE IN TAX.-Section 4611 of such 
Code is amended by redesignating subsec
tions <c> and <d> as subsections <d> and (e), 
respectively, and by inserting after subsec
tion (b) the following new subsection: 

"(C) RATE OF TAX.-
"(1) IN GENERAL.-The rate of the taxes im

posed by this section is the sum of-
"(A) the Superfund financing rate, and 
"(B) the Oil Spill Liability Trust Fund fi

nancing rate. 
"(2) RATEs.-For purposes of paragraph 

(1)-

"(A) the Superfund financing rate is 0.79 
cent a barrel, and 

"(B) the Oil Spill Liability Trust Fund fi
nancing rate is 1.3 cents a barrel.". 

(C) CREDIT AGAINST PORTION OF TAX AT· 
TRIBUTABLE TO OIL SPILL RATE.-Section 
4612 of such Code <relating to definitions 
and special rules) is amended by redesignat
ing subsection <c> as subsection <d> and by 
inserting after subsection (b) the following 
new subsection: 

"(C) CREDIT AGAINST PORTION OF TAX AT
TRIBUTABLE TO OIL SPILL RATE.-There shall 
be allowed as a credit against so much of 
the tax imposed by section 4611 as is attrib
utable to the Oil Spill Liability Trust Fund 
financing rate under section 461l(c) for any 
period an amount equal to the excess of the 
aggregate amount paid by the taxpayer into 
the Deepwater Port Liability Trust Fund 
and the Offshore Oil Pollution Compensa
tion Fund over the amount of such pay
ments taken into account under this subsec
tion for all prior periods.". 

(d) CONFORMING AMENDMENTS.-
(1) Subsection <e> of section 4611 of such 

Code <relating to application of taxes), as 
redesignated by subsection (b), is amended 
to read as follows: 

"(e) APPLICATION OF TAXES.-
"(1) SUPERFUND RATE.-The Superfund fi

nancing rate under subsection (c) shall not 
apply after September 30, 1985. 

"(2) OIL SPILL RATE.-The Oil Spill Liabil
ity Trust Fund financing rate under subsec
tion <c> shall apply after September 30, 
1985, and before October 1, 1990.". 

<2> Subsection <c> of section 4661 of such 
Code <relating to termination of tax on cer
tain chemicals) is amended by striking the 
period at the end and inserting the follow
ing: "that is attributable to the Superfund 
financing rate under section 461l<c).". 

(3) Subsection <b><l> of section 221 of the 
Hazardous Substance Response Revenue 
Act of 1980 (relating to transfers to Super-



25974 CONGRESSIONAL RECORD-HOUSE September 2#, 1986 
fund) is amended by adding at the end 
thereof the following: 
"In the case of the tax imposed by section 
4611, subparagraph <A> shall apply only to 
so much of such tax as is attributable to the 
Superfund financing rate under section 
4611(C).". 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall take effect on 
January 1, 1986. 
SEC. 8902. OIL SPILL LIABILITY TRUST FUND. 

<a> IN GENERAL.-Subchapter A of chapter 
98 of the Internal Revenue Code of 1954 <re
lating to establishment of trust funds> is 
amended by adding after section 9504 the 
following new section: 
"SEC. 9505. OIL SPILL LIABILITY TRUST FUND. 

"(a) CREATION OF TRUST FuND.-There is 
established in the Treasury of the United 
States a trust fund to be known as the 'Oil 
Spill Liability Trust Fund', consisting of 
such amounts as may be appropriated or 
credited to such Trust Fund as provided in 
this section or section 9602<b>. 

"(b) TRANSFERS TO TRUST FuND.-There 
are hereby appropriated to the Oil Spill Li
ability Trust Fund amounts equivalent to-

"<1> taxes received in the Treasury under 
section 4611 <relating to environmental tax 
on petroleum> to the extent attributable to 
the Oil Spill Liability Trust Fund financing 
rate under section 4611<c>. 

"(2) amounts recovered, collected, or re
ceived under part 1 of the Comprehensive 
Oil Pollution Liability and Compensation 
Act, 

"<3> amounts remaining on the date of the 
enactment of this section in the Deepwater 
Port Liability Fund established by section 
18<f> of the Deepwater Port Act of 1974, 

"(4) amounts remaining on the date of the 
enactment of this section in the Offshore 
Oil Pollution Compensation Fund estab
lished under section 302 of the Outer Conti
nental Shelf Lands Act Amendments of 
1978,and 

"(5) amounts credited to such trust fund 
under section 311<s> of the Federal Water 
Pollution Control Act. 

"(C) ExP!:NDITURES.-
"(1) GENERAL EXPENDITURE PURPOSES.
"(A) IN GENERAL.-Amounts in the Oil Spill 

Liability Trust Fund shall be available, as 
provided in appropriation Acts, only for pur
poses of making expenditures for-

"(i) the payment of removal costs de
scribed in section 8501<23><A> of the Com
prehensive Oil Pollution Liability and Com
pensation Act, 

"(ii) the payment of claims under the 
Comprehensive Oil Pollution Liability and 
Compensation Act for damage which is not 
otherwise compensated, 

"<iii) carrying out subsections <c>, <d>, (i), 
and (l) of section 311 of the Federal Water 
Pollution Control Act with respect to any 
discharge of oil <as defined in such section>, 

"<iv> carrying out section 5 of the Inter
vention on the High Seas Act relating to oil 
pollution or the substantial threat of oil 
pollution, 

"<v> the payment of all expenses of admin
istration incurred by the Federal Govern
ment under the Comprehensive Oil Pollu
tion Liability and Compensation Act, and 

"<vi> the payment of contributions to the 
International Fund under section 8804 of 
such Act. 

"(-B) SPECIAL RULES.-
"(i) PAYMENTS TO GOVERNMENTS ONLY FOR 

REMOVAL cosTs.-A.mounts shall be available 
under subparagraph <A> for payments to 
any government only for removal costs and 

administrative expenses related to removal 
costs. 

"(ii) RESTRICTIONS ON CONTRIBUTIONS TO 
INTERNATIONAL FUND.-Under regulations 
prescribed by the Secretary, amounts shall 
be available under subparagraph <A> with 
respect to any contribution to the Interna
tional Fund only in proportion to the por
tion of such fund used for a purpose for 
which amounts may be paid from the Oil 
Spill Liability Trust Fund. 

"(iii) REFERENCES TO OTHER ACTS.-Any ref
erence in any clause of subparagraph <A> to 
any Act shall be treated as a reference to 
such Act as in effect on the date of the en
actment of this section. 

"(2) LIMITATIONS ON EXPENDITURES.-
"(A) $200,000,000 PER INCIDENT.-The max

imum amount which may be paid from the 
Oil Spill Liability Trust Fund with respect 
to any single incident shall not exceed 
$200,000,000. 

"(B) $30,000,000 MINIMUM BALANCE.
Except in the case of payments described in 
paragraph <l><A>. a payment may be made 
from such Trust Fund only if the amount in 
such Trust Fund after such payment will 
not be less than $30,000,000. 

"(d) AUTHORITY TO BORROW.-
"(!) IN GENERAL.-There are authorized to 

be appropriated to the Oil Spill Liability 
Trust Fund, as repayable advances, such 
sums as may be necessary to carry out the 
purposes of such Trust Fund. 

"(2) LIMITATION ON AMOUNT OUTSTAND
ING.-The maximum aggregate amount of 
repayable advances to the Oil Spill Liability 
Trust Fund which is outstanding at any one 
time shall not exceed $300,000,000. 

"(3) REPAYMENT OF ADVANCES.-Rules simi
lar to the rules of paragraph <3> of section 
223<c> of the Hazardous Substance Re
sponse Revenue Act of 1980 shall apply for 
purposes of this subsection. 

"(4) FINAL REPAYMENT.-NO advance shall 
be made to the Oil Spill Liability Trust 
Fund after September 30, 1990, and all ad
vances to such Fund shall be repaid on or 
before such date. 

"(e) LIABILITY OF THE UNITED STATES LIM
ITED TO AMOUNT IN TRUST FuND.-

"(1) GENERAL RULE.-Any claim filed 
against the Oil Spill Liability Trust Fund 
may be paid only out of such Trust Fund. 

"(2) COORDINATION WITH OTHER PROVI
SIONS.-Nothing in the Comprehensive Oil 
Pollution Liability and Compensation Act or 
in any amendment made by such Act shall 
authorize the payment by the United States 
Government of any amount with respect to 
any such claim out of any source other than 
the Oil Spill Liability Trust Fund. 

"(f) ORDER IN WHICH UNPAID CLAIMS ARE 
To BE PAID.-If at any time the Oil Spill Li
ability Trust Fund has insufficient funds <or 
is unable by reason of subsection <c><2)) to 
pay all of the claims out of such Trust Fund 
at such time, such claims shall, to the 
extent permitted under such subsections, be 
paid in full in the order in which they were 
finally determined.". 

(b) CLERICAL AMENDMENT.-The table of 
sections for subchapter A of chapter 98 of 
such Code is amended by adding after the 
item relating to section 9504 the following 
new item: 
"Sec. 9505. Oil Spill Liability Trust Fund." 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall take effect on 
January 1, 1986. 

Subtitle G-Prohibition on Loan Sales 
SEC. 8951. PROffiBITION. 

A loan made under the Public Works and 
Economic Development Act of 1965 or under 

section 254 of the Trade Act of 1974 shall 
not be sold to private interests, except with 
the consent of the borrower, and a contract 
shall not be entered into with private inter
ests to sell or administer any such loan. 

TITLE IX-HOUSE COMMITEE ON SMALL 
BUSINESS 

SEc. 9001. This title may be cited as the 
"Corporation for Small Business Investment 
Charter Act". 

SEc. 9002. Section 103 of the Small Busi
ness Investment Act of 1958 <15 U.S.C. 662> 
is amended-

<1> by inserting before the semicolon in 
paragraph <3> the following: ", or a compa
ny qualified to conduct business with the 
Corporation under section 357 of this Act"; 

<2> by inserting before the semicolon at 
the end of paragraph <5> the following: ", 
except that for purposes of title III the 
term means one which, together with its af
filiates, is independently owned and operat
ed, is not dominant in its field of operations 
and-

"<A> does not have net worth in excees of 
$7,000,000 and does not have an average net 
income, after Federal income taxes, for the 
preceding two years in excess of $2,500,000 
<average net income to be computed without 
benefit of any carryover loss>, except that 
such net worth and net income limitations 
shall be adjusted effective January 1 of 
each year following the effective date of 
this Act. Each such adjustment shall be 
made by adding to each such amount <as it 
may have been previously adjusted) a per
centage thereof equal to the percentage in
crease during the twelve-month period 
ending with the previous October in the im
plicit price deflator for gross national prod
uct published by the United States Depart
ment of Commerce, with 1986 being the ini
tial year for adjustment; or 

"(B) Otherwise qualifies under size stand
ards for financial assistance established by 
the Administration under the Small Busines 
Act, as amended <Public Law 163, Eighty
third Congress)."; 

(3) by striking "and" at the end of para-
graph <7>; . 

<4> by striking the period at the end of 
paragraph (8) and inserting in lieu thereof a 
semicolon; and 

(5) by inserting after paragraph (8) the 
following new paragraphs: 

"(9) the term 'Corporation' means the 
Corporation for Small Business Investment, 
as constituted under this Act; the Corpora
tion shall be classified as and considered to 
be a corporate instrumentality of the 
United States; 

"<10> the term 'Board of Directors' means 
the Board of Directors of the Corporation; 

"<11> the term 'disadvantaged small busi
ness concern' means a small business con
cern owned by a person or persons whose 
participation in the free enterprise system is 
hampered because of social or economic dis
advantages; 

"<12> the term 'law' includes any law of 
the United States or any State <including 
any rule of law or of equity>; 

"<13> the term 'organization' means any 
corporation, partnership, association, busi
ness trust, or other business entity; 

"<14> the term 'security' has the meaning 
ascribed to it by section 2<1) of the Securi
ties Act of 1933 <15 U.S.C. 77b<l>>; 

"<15> the term 'small business investment 
security' shall include-

"<A> debentures, bonds, promissory notes, 
obligations or securities issued by small 
business investment companies; and 
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"<B> such other small business investment 

company securities as determined by the 
Corporation; 

"<16> the term 'private capital' means the 
combined private paid-in capital and paid-in 
surplus of a corporate small business invest
ment company, or in the case of an unincor
porated small business investment company, 
the permanent partnership capital; and 

"<17> the term 'licensee in good standing' 
means a small business investment company 
which was approved by the Administration 
to operate under the provisions of this Act 
and was issued a license as provided in sec
tion 301 of this Act, unless such licensee <A> 
is in default under the provisions of pre
ferred securities or debentures and such 
preferred securities or debentures have been 
declared due and payable by the Adminis
tration, or <B> is in liquidation by the Ad
ministration for regulatory reasons.". 

SEc. 9003. Title III of the Small Business 
Investment Act of 1958 is amended by 
adding the following new section at the end 
thereof: 

"TRANSFER AND PHASE-OUT 

"SEc. 322. <a> A licensee in good standing 
shall have a period of three months from 
the date the Administration receives notice 
under section 352<h> of this Act in which to 
qualify under section 357<a> or section 
359<a> of this Act. 

"(b) Within six months after the Adminis
tration receives notice under section 352<h> 
of this Act, the Administration shall pro
mulgate final rules and regulations to effect 
the orderly termination of operations of any 
licensee in good standing that is not quali
fied under section 357<a> or section 359<b> of 
this Act, and the Administration shall enter 
into an agreement with the Corporation 
which provides for the administration of 
such rules and regulations by the Corpora
tion. 

"<c> The final rules and regulations adopt
ed by the Administration for termination of 
the operations of any licensee under subsec
tion (b) of this section shall, among other 
things, suspend such licensee's authority 
under this title to obtain financial assist
ance from the Administration and shall re
quire revocation of the license of any such 
licensee effective within two years after the 
publication of such rules and regulations, 
except that the license revocation for any 
such licensee which has outstanding deben
tures or preferred securities as provided in 
this title shall be within two years after 
such debentures or securities are due or 
paid, whether voluntarily or otherwise. 

"(d) The Administration shall furnish to 
the Corporation all books and records of the 
Administration necessary to carry out the 
provisions of this title within thirty days 
after written request by the Corporation 
unless the Administrator certifies to the 
Corporation that such books and records 
are not available within such time: Provid
ed, That the Administration shall not fur
nish information on any individual licensee 
unless the licensee has entered an agree
ment for the release of such information. 
Any such information received by the Cor
poration shall be kept confidential by the 
Corporation, its officers, agents and employ
ees, under the same provisions which would 
have been applicable if it had been retained 
by the Administration.". 

SEc. 9004. Title Ill of the Small Business 
Investment Act of 1958 is amended-

< 1) by amending the table of contents to 
read as follows: 

''TITLE III-SMALL BUSINESS 
INVESTMENT COMPANIES 

"PART A 
"Sec. 301. Organization of small business 

investment companies. 
"Sec. 302. Capital requirements. 
"Sec. 303. Borrowing power. 
"Sec. 304. Provision of equity capital for 

small-business concerns. 
"Sec. 305. Long-term loans to small-busi-

ness concerns. 
"Sec. 306. Aggregate limitations. 
"Sec. 307. Exemptions. 
"Sec. 308. Miscellaneous. 
"Sec. 309. Revocation and suspension of li-

censes; cease and desist orders. 
"Sec. 310. Examinations and investigations. 
"Sec. 311. Injunctions and other orders. 
"Sec. 312. Conflicts of interest. 
"Sec. 313. Removal or suspension of direc

tors and officers of licensees. 
"Sec. 314. Unlawful acts and omissions by 

officers, directors, employees, 
or agents; breach of fiduciary 
duty. 

"Sec. 315. Penalties and forfeitures. 
"Sec. 316. Jurisdiction and service of proc

ess. 
"Sec. 317. Interest subsidy. 
"Sec. 318. Joint ownership of companies, 

benefits. 
"Sec. 319. Preferred stock asset coverage re

quirement, exemption. 
"Sec. 320. Guaranteed obligations not eligi

ble for purchase by Federal Fi
nancing Bank. 

"Sec. 321. Issuance and guarantee of trust 
certificates. 

"Sec. 322. Transfer and phase-out. 
"PART B 

"Sec. 351. Purposes. 
"Sec. 352. The Corporation for Small Busi-

ness Investment. 
"Sec. 353. Common and preferred stock. 
"Sec. 354. Obligations and securities. 
"Sec. 355. Legal investments and exempt se

curities. 
"Sec. 356. Loan and investment operations. 
"Sec. 357. Qualification of small business 

investment companies. 
"Sec. 358. Operations of small business in

vestment companies. 
"Sec. 359. Special small business invest

ment companies. 
"Sec. 360. Audits and reports. 
"Sec. 361. Transfer of SBA guaranteed se

curities to the Corporation. 
"Sec. 362. Participating Incentive Revolving 

Fund."; 
and 

<2> by inserting the following heading 
prior to section 301: 

"PART A". 
SEc. 9005. Title III of the Small Business 

Investment Act of 1958 is amended by in
serting the following new sections at the 
end thereof: 

"PARTB 
"PURPOSES 

"SEc. 351. The Congress hereby declares 
that the purposes of Part B of this title 
are-

"(1) to establish a Government-sponsored 
private corporation which will be financed 
by private capital and which will serve as a 
secondary market and warehousing facility 
for loans and investments in small business 
investment companies, including loans guar
anteed by the Small Business Administra
tion, and will provide liquidity for small 
business loans and investments; 

"<2> to encourage the formation of new 
small business investment companies and to 
stimulate and supplement the orderly and 
necessary flow of private equity capital and 
long-term loan funds to and improve the 
distribution of investment capital available 
for small-business concerns as defined under 
this Act; and 

"(3) to provide for an orderly transfer of 
certain functions of, and securities guaran
teed or owned by, the Small Business Ad
ministration to the Corporation for Small 
Business Investment as constituted under 
this title. 

"THE CORPORATION FOR SMALL BUSINESS 
INVESTMENT 

"SEc. 352. <a> There is hereby created a 
body corporate to be known as the Corpora
tion for Small Business Investment <herein
after referred to as the 'Corporation'). The 
Corporation shall have succession until dis
solved. It shall maintain its principal office 
in the District of Columbia and shall be 
deemed, for purposes of venue and jurisdic
tion in civil actions, to be a resident and citi
zen thereof. Offices may be established by 
the Corporation in such other place or 
places it may deem necessary or appropriate 
for the conduct of its business. 

"(b) The Corporation, including its fran
chise, capital, reserves, surplus, mortgages, 
or other security holdings, and income, shall 
be exempt from all taxation now or hereaf
ter imposed by any State, or by any county, 
municipality, or local taxing authority, 
except that any real property of the Corpo
ration shall be subject to State, county, mu
nicipal, or local taxation to the same extent 
according to its value as other real property 
is taxed. 

"<c> Within sixty days of the date of en
actment of part B of this title, an interim 
Board of Directors of the Corporation shall 
be appointed by the President, one of whom 
the President shall designate as interim 
Chairman. The interim Board shall consist 
of five members, two of whom shall be rep
resentative of small business, two of whom 
shall be representative of small business in
vestment companies, and one of whom shall 
be the Administrator. The interim Board 
shall arrange for an initial offering of 
common stock and take whatever other ac
tions are necessary to proceed with the op
erations of the Corporation. 

"(d) The Corporation shall have a perma
nent Board of Directors which shall consist 
of fifteen persons. When small business in
vestment companies have purchased and 
fully paid for $15,000,000 of common stock 
of the Corporation, the holders of such 
common stock shall elect ten members to 
the Board of Directors. The President shall 
appoint the remaining five directors. 

"<e> At the time the events described in 
subsection <d> of this section have occurred, 
the interim Board shall turn over the af
fairs of the Corporation to the permanent 
Board of Directors. The directors appointed 
by the President shall serve at the pleasure 
of the President and until their successors 
have been appointed and have qualified. 
The Board shall at all times have as mem
bers appointed by the President at least one 
person from a small business investment 
company operating under section 359 of this 
Act, and two persons who shall be repre
sentative of small business. The directors 
elected by the common shareholders shall 
each be elected for a term ending on the 
date of the next annual meeting of the 
common stockholders of the Corporation, 
and shall serve until their successors have 
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been elected and have qualified. Any ap
pointive seat on the Board which becomes 
vacant shall be filled by appointment of the 
President. Any elective seat on the Board 
which becomes vacant after the annual elec
tion of the directors shall be filled by the 
Board, but only for the unexpired portion 
of the term. 

"(f) The Board shall determine the gener
al policies which shall govern the operations 
of the Corporation. The Board shall select, 
appoint, and compensate qualified persons 
to fill the offices as may be provided for in 
the bylaws, with such executive functions, 
powers, and duties as may be prescribed by 
the bylaws or by the Board of Directors, 
and such persons shall be the executive offi
cers of the Corporation and shall discharge 
all such executive functions, powers and 
duties. 

"(g) The Corporation shall have power
"(1) to sue and be sued, complain and 

defend, in its corporate name and through 
its own counsel; 

"(2) to adopt, alter, and use the corporate 
seal, which shall be judicially noticed; 

"<3> to adopt, amend, and repeal by its 
Board of Directors, bylaws, rules, and regu
lations as may be necessary for the conduct 
of its business; 

"(4) to conduct its business, carry out its 
operations, and have officers and exercise 
the powers granted by this section in any 
State without regard to any qualification, li
censing or similar statute in any State; 

"(5) to lease, purchase, or otherwise ac
quire, own, hold, improve, use, or otherwise 
deal in and with any property, real, person
al, or mixed, or any interest therein, wher
ever situated; 

"(6) to accept gifts or donations of serv
ices, or of property, real, personal, or mixed, 
tangible or intangible, in aid of any of the 
purposes of the Corporation; 

"<7> to sell, convey, mortgage, pledge, 
lease, exchange, and otherwise dispose of its 
property and assets; 

"(8) to appoint such attorneys, officers, 
employees, and agents as may be required, 
determine their qualifications, define their 
duties, fix their compensation, require 
bonds for them and fix the penalty thereof; 
and 

"(9) to enter into contracts, to execute in
struments, to incur liabilities, and to do all 
things as are necessary or incidental to the 
proper management of its affairs and the 
proper conduct of its business. 

"(h) When the permanent Board of Direc
tors is duly constituted and the Corporation 
is ready to conduct business, it shall so 
notify the Administration. 

"COMMON AND PREFERRED STOCK 

"SEc. 353. <a><l> The Corporation shall 
have voting common stock, having such par 
value as may be fixed by its Board of Direc
tors from time to time, which may be issued 
only to small business investment compa
nies. Each share of voting common stock 
shall be vested with all voting rights, each 
share being entitled to one vote with rights 
of cumulative voting at all elections of direc
tors. The free transferability of the voting 
common stock at all time to any person, 
firm corporation, or other entity shall not 
be r~stricted except for the restriction in 
subparagraph <5><B> of this subsection and 
except that, as to the Corporation, it shall 
be transferable only on the books, of the 
Corporation. The initial maximum number 
of shares of voting common stock that the 
Corporation may issue and have outstand
ing shall be 100,000,000 shares. The maxi
mum number of shares of voting common 

stock may be increased or decreased by the 
affirmative vote of the holders of at least a 
majority of the total outstanding shares. 

"<2> The Corporation is authorized to 
issue nonvoting common stock having such 
par value as may be fixed by its Board of Di
rectors from time to time. The initial maxi
mum number of shares of nonvoting 
common stock that the Corporation may 
issued and have outstanding shall be 
100,000,000 shares. The maximum number 
of shares of nonvoting common stock may 
be increased or decreased by the affirmative 
vote of the holders of at least a majority of 
the total outstanding shares. Any nonvoting 
common share isSued shall be fully transfer
able, except that, as to the Corporation, it 
shall be transferable only on the books of 
the Corporation. 

"(3) The holders of the voting or nonvot
ing common stock shall not have preemp
tive rights. 

"(4) In order to accumulate funds for its 
capital surplus account from private 
sources-

"<A> the Corporation shall require each 
small business investment company to make 
payments of nonrefundable capital contri
butions not to exceed two per centum of the 
private capital of each such company; 

"<B> the Corporation also may require 
each small business investment company to 
make payments of nonrefundable capital 
contributions not to exceed two per centum 
of any increases in the private capital of 
each such company; and 

"(C) the Corporation also may require 
each small business investment company 
which sells a small business investment se
curity to the Corporation to make, or 
commit to make, a nonrefundable capital 
contribution not to exceed one per centum 
of the unpaid principal balance of such se
curity; 

"<5><A> The Corporation, from time to 
time, shall issue to each small business in
vestment company its voting common stock 
evidencing any capital contributions made 
pursuant to paragraph <4> of this subsec
tion. 

"<B> Such voting common stock shall be 
retained by such companies for a period of 
not less than three years, subject to such 
conditions as may be established by the Cor
poration. 

"<C> In addition, the Corporation may 
issue shares of nonvoting common stock in 
return for appropriate payments into cap
ital or capital and surplus. 

"<D> Such dividends as may be declared by 
the Board of Directors in its discretion shall 
be paid by the Corporation to the holders of 
its voting and nonvoting common stock. 

"(6) Notwithstanding any other provision 
of law, any depository institution, as defined 
in section 19<b><l><A> of the Federal Re
serve Act 02 U.S.C. 46l<b>O><A>. shall be 
authorized to make payments to the Corpo
ration of the capital contributions referred 
to in this subsection, to receive stock of the 
Corporation evidencing such capital contri
butions, to dispose of such stock, subject to 
the provisions of this title. 

"(b)(l) The Corporation is authorized to 
issue nonvoting preferred stock, having such 
par value as may be fixed by its Board of Di
rectors from time to time. Any preferred 
share issued shall be freely transferable, 
except that, as to the Corporation, it shall 
be transferable only on the books of the 
Corporation. 

"(2) The holders of the preferred shares 
shall be entitled to such rate of cumulative 
dividends and such shares shall be subject 

to such redemption or other conversion pro
visions as may be provided for at the time of 
issuance. No dividends shall be payable on 
any share of common stock at any time 
when any dividend is due on any share of 
preferred stock and has not been paid. The 
Corporation may prescribe that any class of 
preferred stock of the Corporation may be 
converted into voting or nonvoting common 
stock of the Corporation. 

"(3) In the event of any liquidation, disso
lution, or winding up of the Corporation's 
business, the holders of the preferred shares 
shall be paid in full at par value thereof, 
plus all accrued dividends, before the hold
ers of the common shares receive any pay
ment. 

"OBLIGATIONS AND SECURITIES 

"SEc. 354. <a> The Corporation is author
ized to issue and have outstanding obliga
tions having such maturities and bearing 
such rate or rates of interest as may be de
termined by the Corporation. Such obliga
tions shall be issued at such times, bear in
terest at such rates, and contain such terms 
and conditions as the Corporation shall de
termine, with the approval of the Secretary 
of the Treasury. Such obligations may be 
redeemable at the option of the Corporation 
before maturity in such manner as may be 
stipulated therein. The Corporation shall 
insert appropriate language in each of its 
obligations issued under this section and 
under section 356 clearly indicating that 
such obligations, together with the interest 
thereon, are not guaranteed by the United 
States and do not constitute a debt or obli
gation of the United States or of any agency 
or instrumentality thereof other than the 
Corporation. The Corporation is authorized 
to purchase in the open market any of its 
obligations outstanding under this subsec
tion at any time and at any price. Any obli
gation or security of the Corporation may 
be issued and sold in definitive form, in 
book entry form or in such other form, with 
or without delivery of physical evidence of 
ownership, as shall be prescribed by the 
Corporation. 

"(b) For the purposes of this section, the 
Corporation is authorized to issue obliga
tions which are subordinated to any or all 
other obligations of the Corporation, includ
ing subsequent obligations. The obligations 
issued under this section shall have snch 
maturities and bear such rate or rates of in
terest as may be determined by the Corpo
ration and may be made redeemable at the 
option of the Corporation before maturity 
in such manner as may be stipulated in such 
obligations. Any of such obligations may be 
convertible into shares of common stock in 
such manner, at such price or prices, and 
such time or times as may be stipulated 
therein. 

"(c) The Secretary of the Treasury, in his 
discretion, may purchase any obligations 
issued by the Corporation pursuant to sub
section <a> of this section as now or hereaf
ter in force and for such purpose the Secre
tary of the Treasury is authorized to use as 
a public debt transaction the proceeds of 
the sale of any securities hereafter issued 
under the Second Liberty Bond Act < 40 
Stat. 228), as amended, as now or hereafter 
in force, and the purposes for which securi
ties may be issued under such Act, as now or 
hereafter in force, are extended to include 
such purchases. The authorities provided to 
the Secretary of the Treasury by the pre
ceding sentence shall be effective only to 
such extent and in such amounts as are pro
vided in advance in appropriations Acts. 
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The Secretary of the Treasury shall not at 
any time purchase any obligations under 
this subsection if such purchase would in
crease the aggregate principal amount of 
his then outstanding holdings of such obli
gations under this subsection to an amount 
greater than $500,000,000. Each purchase of 
obligations by the Secretary of the Treasury 
under this subsection shall be on terms and 
conditions as shall be determined by the 
Secretary of the Treasury, taking into con
sideration the current average rate on out
standing marketable obligations to the 
United States of comparable maturities as 
of the last day of the month preceding the 
making of such purchase. The Secretary of 
the Treasury may, at any time, sell, on such 
terms and conditions and at such price or 
prices as the Secretary may determine, any 
of the obligations acquired by the Secretary 
under this section. All redemptions, pur
chases, and sales by the Secretary of the 
Treasury of such obligations under this sec
tion shall be treated as public debt transac
tions of the United States. 

"LEGAL INVESTMENTS AND EXEMPT SECURITIES 

"SEc. 355. All obligations issued by the 
Corporation pursuant to sections 354 and 
356, all preferred stock issued by the Corpo
ration pursuant to section 353(b) and all ob
ligations guaranteed by the Corporation 
pursuant to section 356 shall be lawful in
vestments, and may be accepted as security 
for all fiduciary, trust, and public funds, the 
investment or deposit of which shall be 
under authority or control of the United 
States or of any officer or officers thereof. 
All stock and obligations issued by the Cor
poration shall be deemed to be exempt secu
rities within the meaning of laws adminis
tered by the Securities and Exchange Com
mission, to the same extent as securities 
which are direct obligations of, or obliga
tions guaranteed as to principal or interest 
by, the United States. The Corporation 
shall, for the purposes of section 14(b)(2) of 
the Federal Reserve Act <12 U.S.C. 355(2)), 
be deemed to be an agency of the United 
States. The obligations of the Corporation 
shall be deemed to be obligations of the 
United States for purposes of section 3124 
of title 31, United States Code. For the pur
pose of section 101<39) of title 11, United 
States Code, the Corporation shall be 
deemed to be an agency of the United 
States; however, for the purpose of section 
101<33) of title 11, United States Code, the 
Corporation shall not be deemed to be a 
governmental unit, but instead shall be 
deemed to be a corporation. 

"LOAN AND INVESTMENT OPERATIONS 

"SEc. 356. <a> After the permanent Board 
of Directors has been duly constituted and 
the debentures purchased as provided in 
section 361 of this Act, the Corporation is 
authorized, subject to the provisions of this 
section, pursuant to commitments or other
wise, to make advances on the security of, 
purchase, or repurchase, service, sell or 
resell, offer participations or pooled inter
ests or otherwise deal in, at prices and on 
terms and conditions determined by the 
Corporation, small business investment se
curities. 

"(b) Notwithstanding the provisions of 
any State law to the contrary, including the 
Uniform Commercial Code as in effect, in 
any State, a security or ownership interest 
in small business investment securities cre
ated by the Corporation or by any eligible 
small business investment company may be 
perfected either through the taking of pos
session of such securities or by the filing of 

notice of such interest in such securities in 
the manner provided by such State law for 
perfection of security or ownership interests 
in accounts. 

"(c) The Corporation is authorized to 
guarantee securities based on or secured by 
pools or trusts of the small business invest
ment securities eligible for purchase by the 
Corporation under this section and to act 
either as issuer or as guarantor of such se
curities issued by an eligible small business 
investment company. Such securities shall 
bear interest at a rate equal to the rate on 
the underlying small business investment 
securities less an allowance for servicing and 
other expenses as determined by the Corpo
ration. 

"(d) Securities issued pursuant to subsec
tion <c> of this section may be in the form of 
debt obligations secured by pools of loans, 
or trust certificates of beneficial ownership 
in such pools of loans or both. Small busi
ness investment securities set aside pursu
ant to the offering of participations or 
pooled interests shall at all times provide 
for payments that, in the reasonable judg
ment of the Corporation, are adequate to 
ensure the timely principal and interest 
payments on such securities. 

"(e) Nothing contained in this section 
shall be construed to impede small business 
investment companies operating under sec
tion 359 of this Act from receiving a propor
tionate and fair share of available funds. 

"QUALIFICATION OF SMALL BUSINESS 
INVESTMENT COMPANIES 

"SEc. 357. <a> The Corporation shall estab
lish appropriate criteria for the qualifica
tion of small business investment companies 
to conduct business with the Corporation. 
Such criteria may include, among other 
things, the general business reputation and 
character of the owners and management of 
the small business investment company, and 
the probability of successful operations of 
such small business investment company, in
cluding adequate profitability and financial 
soundness. Licensees in good standing which 
make capital contributions and acquire and 
maintain common stock of the Corporation 
pursuant to section 353(a) of this Act, con
tract with the Corporation pursuant to the 
provisions of section 358(a) of this Act, and 
authorize the release of records to the Cor
poration pursuant to section 322(d) of this 
Act shall be deemed to be qualified under 
this section. 

"(b) Each small business investment com
pany authorized to operate under the au
thority of Part B of this title shall have pri
vate capital of not less than $1,000,000. In 
all cases, such private capital shall be in an 
amount adequate to assure a reasonable 
prospect that the company will be operated 
soundly and profitably, and managed active
ly and prudently. 

"(c) Notwithstanding the provisions of 
section 23A of the Federal Reserve Act <12 
U.S.C. 37lc), ownership interests in small 
business investment companies shall be eli
gible for purchase by national banks, and 
shall be eligible for purchase by other 
member banks of the Federal Reserve 
System and nonmember insured banks to 
the extent permitted under applicable State 
law; except that in no event may any such 
bank acquire ownership interests in any 
small business investment company if, upon 
the making of that acquisition the aggre
gate amount of ownership interest in small 
business investment companies then held by 
the bank would exceed five per centum of 
its capital and surplus. 

"(d) Each small business investment com
pany shall have authority to purchase stock 
issued by the Corporation and to borrow 
money and to issue its debenture bonds, 
promissory notes, or other obligations under 
such general conditions and subject to such 
rules as the Corporation may prescribe. 

"(e) Thirty days after the Administration 
receives notice from the Corporation pursu
ant to section 352(h) of this Act, the provi
sions of sections 301-306 inclusive, sections 
308-318 inclusive, and sections 320 and 321, 
of this Act shall be inapplicable to small 
business investment companies which qual
ify under section 357(a) or section 359(a) of 
this Act and which remain qualified to con
duct business with the Corporation. 

"(f) All specific references to small busi
ness investment companies operating under 
the Small Business Investment Act of 1958 
in any law of the United States, or regula
tions promulgated thereunder by any 
agency of the United States Government, or 
any law of any State in effect on the effec
tive date of part B of this title, shall be 
deemed to refer to and include small busi
ness investment companies operating under 
the provisions of such Part. 
"OPERATIONS OF SMALL BUSINESS INVESTMENT 

COMPANIES 

"SEc. 358. <a> The Corporation shall enter 
into agreements with small business invest
ment companies qualified under section 357 
or section 359 of this Act governing the op
erations of such companies, in accordance 
with the provisions and purposes of this 
title. 

"(b) Each small business investment com
pany is authorized to provide equity capital 
and loans to small-business concerns, in 
such manner and under such terms as the 
small business investment company may fix 
in accordance with the rules of the Corpora
tion. Equity investments and loans made 
under this section may be made directly or 
in cooperation with other investors or lend
ers on a participation or guaranteed basis. 
Each small business investment company 
may provide consulting and advisory serv
ices on a fee basis and have on its staff per
sons competent to provide such services. 

"<c> Small business investment companies 
shall engage only in the activities contem
plated by this title and in no other activi
ties. 

"(d) For the purpose of eliminating con
flicts of interest which may be detrimental 
to small-business concerns, to small business 
investment companies, to the shareholders 
or partners of either, to the Corporation, or 
to the purposes of part B of this title, the 
Corporation shall adopt rules to govern 
transactions with any officer, director, 
shareholder, or partner of any small busi
ness investment company, or with any 
person or concern, in which any interest, 
direct or indirect, financial or otherwise, is 
held by any officer, director, shareholder, or 
partner of < 1) any small business investment 
company, or (2) any person or concern with 
an interest, direct or indirect, financial or 
otherwise, in any small business investment 
company. 

"(e) The Corporation shall adopt rules 
which shall provide that small business in
vestment companies, either singularly or 
jointly, shall not be permitted to assume 
control over small-business concerns except 
on a temporary basis if reasonably neces
sary for the protection of its investment and 
then only under restrictions as determined 
by the Corporation. 
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"(f) Except as otherwise provided by the 

rules of the Corporation, financings of 
small-business concerns by small business 
investment companies shall be for a mini
mum period of five years. In the case of 
small business investment companies oper
ating under section 359 of this Act, financ
ings shall be for the minimum period of 
four years, except as otherwise provided by 
the rules of the Corporation. 

"(g) Without the approval of the Corpora
tion, the aggregate amount of obligations 
and securities acquired and for which com
mitments may be issued by any small busi
ness investment company under the provi
sions of this title for any single enterprise 
shall not exceed 20 per centum of the pri
vate capital of such company. In the case of 
small business investment companies oper
ating under section 359 of this Act, the limi
tation shall be 30 per centum. 

"<h> Small business investment companies 
shall not provide financing to a small-busi
ness concern for re-lending, foreign invest
ments, passive investments or the acquisi
tion of farm land. For purposes of this sub
section, 'farm land' shall mean land which is 
or is intended to be used for agricultural or 
forestry purposes, such as the production of 
food, fiber, or wood, or is so taxed or zoned. 

"(i) Each small business investment com
pany shall be subject to an annual audit and 
shall make such reports to the Corporation 
at such times and in such form as the Cor
poration may require. The Administration 
shall have access to any financial audit or 
certified financial report filed with the Cor
poration by small business investment com
panies having outstanding small business in
vestment securities which are held by or 
guaranteed by the Administration. 

"(j) The Corporation shall adopt appropri
ate measures to assure compliance by small 
business investment companies with the 
provisions of this section. Failure by a small 
business investment company to comply 
with the provisions of this section shall enti
tle the Corporation to terminate or suspend 
the agreements between the Corporation 
and a small business investment company or 
to take corrective action warranted under 
the circumstances which shall include, but 
is not limited to: suspension or termination 
of agreements between the Corporation and 
such company; assessment of penalties 
against such company or its officers or di
rectors; or removal or suspension of officers 
or directors of such company. In appropri
ate cases, the Corporation is authorized, in 
its discretion. to refer violations of the pro
visions of this section to the Administration 
for investigation or to refer such violations 
to the United States attorney in the juris
diction in which such violations may have 
occurred or in which the small business in
vestment company, or its officers or direc
tors, are located. 

"(k) In order to facilitate the orderly and 
necessary flow of long-term loans and 
equity funds from small business invest
ment companies to small-business concerns, 
the provisions of the Constitution or the 
laws of any State expressly limiting the rate 
or amount of interest, discount points, fi
nance charges or other charges which may 
be charged, taken, received, or reserved by 
lenders shall not apply to any business loan 
made by a small business investment compa
ny pursuant to provisions of this title. This 
subsection shall apply to business loans 
made by a small business investment compa
ny in any State on or after the effective 
date of part B of this title, unless such State 
adopts a law or certifies that the voters of 

such State have voted in favor of any provi
sion, constitutional or otherwise, which 
states explicitly and by its terms that such 
State does not want the provisions of the 
subsection to apply to business loans made 
in such State. In any case in which a State 
takes an action described in this subsection, 
such State law or constitutional or other 
provision shall not apply after the date of 
such action was taken with respect to any 
business loan made by a small business in
vestment company pursuant to a commit
ment to make such loan which was entered 
into on or after the effective date of part B 
of this title and prior to the date on which 
such action was taken. 

"SPECIAL SMALL BUSINESS INVESTMENT 
COMPANIES 

"SEc. 359. <a> The Corporation shall adopt 
reasonable criteria regarding the qualifica
tion of a special type of small business in
vestment company <hereinafter referred to 
as 'special small business investment compa
nies'), the investment policy of which is that 
its investments will be made solely in disad
vantaged small-business concerns. Licensees 
in good standing operating under the provi
sions of section 30l<d> of this Act which 
make capital contributions and acquire and 
maintain common stock of the Corporation 
pursuant to section 353<a> of this Act, con
tract with the Corporation pursuant to the 
provisions of section 358<a> of this Act, and 
authorize the release of records to the Cor
poration pursuant to section 322(d) of this 
Act shall be deemed to be qualified under 
this section. 

"<b> In order to benefit special small busi
ness investment companies, there is hereby 
authorized and created a special-purpose 
trust <hereinafter referred to as the 'Trust'> 
which shall operate in conjunction with the 
Corporation as follows: 

"( 1) The Trust shall operate in accordance 
with a trust agreement between the Trust 
and the Corporation to carry out the pur
poses of this title. 

" <2> The Trust shall be administered by 
five trustees, three of whom shall be nomi
nated by the special small business invest
ment companies and appointed by the 
Board of Directors of the Corporation. At 
least three of the trustees shall, at all times, 
be persons from special small business in
vestment companies. One of the trustees 
shall be appointed by the President, to serve 
at the pleasure of the President, and one of 
the trustees shall be ex-officio, the Chair
man of the Board of Directors of the Corpo
ration, or his designee. 

"(3) The nomination of trustees by special 
small business investment companies shall 
be by vote of such companies, which shall 
be cumulative, by number of shares of 
voting common stock of the Corporation 
held by each such company. Each of the 
trustees nominated by the special small 
business investment companies shall be ap
pointed as trustees by the Board of Direc
tors of the Corporation unless such Board, 
for good cause shown, refuses to approve 
any such nominee, in which event a new 
nominee shall be nominated by the special 
small business investment companies. Nomi
nees, upon appointment by the Board, shall 
serve for terms of three years, and no such 
trustee shall serve more than two consecu
tive terms. 

"(4) The trustees appointed by the Corpo-
ration shall have custody and control of the 
trust estate to administer, sell, invest and 
reinvest the trust estate with the care, skill, 
prudence and diligence under the circum
stances then prevailing that a prudent man 

acting in a like capacity and familiar with 
such matters would use in the conduct of an 
enterprise of a like character and with like 
aims. 

"(5) The Trust shall establish separate ac
counting for all preferred securities, deben
tures, loss reserves and other funds acquired 
and the application of funds for the pur
poses specified in this section. The trustees 
shall make an annual accounting of the 
Trust's operations to the Secretary of the 
Treasury. 

"(c) Within thirty days after the Adminis
tration receives notice from the Corporation 
pursuant to section 352<h> of this Act, the 
Administration shall convey to the Corpora
tion in trust all of the right, title, and inter
est to all preferred securities and deben
tures issued by small business investment 
companies operating under authority of sec
tion 30l<d> of this Act, and held by the Ad
ministration. The Corporation shall grant 
and convey to the Trust such securities and 
debentures and other funds designated for 
the Trust in trust, to be administered in ac
cordance with the provisions of this title. 

"(d) The Trust shall apply all of the funds 
held in trust and income thereon, dividends 
on any preferred securities held in trust, 
and interest on any debentures held in 
trust, together with the proceeds from any 
retired preferred securities held in trust, 
and proceeds from any maturing debentures 
held in trust-

"<1> to cover any losses realized on pre
ferred securities or debentures held in trust, 
preferred securities purchased by the Trust 
in accordance with the provisions of this 
section or debentures purchased or guaran
teed by the Corporation in accordance with 
the provisions of this section; 

"(2) to reduce the interest rate on deben
tures purchased or guaranteed by the Cor
poration in accordance with the provisions 
of subsection <e> of this section: 

"(3) to purchase preferred securities in ac
cordance with the provisions of subsection 
< e > of this section; and 

"( 4> to cover the operating costs of admin
istering the Trust. 

"(e) The trustees of the Trust are author
ized to purchase preferred securities, and 
the Corporation is authorized to purchase, 
or to guarantee the timely payment of all 
principal and interest payments as sched
uled, on debentures issued by special small 
business investment companies. Such pur
chases or guarantees may be on such terms 
and conditions as the Trust or the Corpora
tion deems appropriate, subject to the fol
lowing: 

"<1) The Trust may purchase shares of 
nonvoting stock <or other securities having 
similar characteristics> issued by special 
small business investment companies, pro
vided-

"<A> dividends are preferred and such se
curities are subject to such rate of cumula
tive dividends, redemption or other conver
sion provisions, terms and conditions as may 
be determined by the Trust; 

"<B> on liquidation or redemption, the 
Trust is entitled to the preferred payment 
of the par value of such securities; and prior 
to any distribution <other than to the 
Trust> the Trust shall be paid any amounts 
as may be due pursuant to subparagraph 
<A> of this paragraph; 

"(C) the purchase price shall be at a price 
determined by the Trust and, in any one 
sale, $50,000 or more; and 

"<D> the amount of such securities pur
chased and outstanding at any one time 
shall not exceed 200 per centum of the pri-
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vate capital of such company. The amount 
of such securities purchased by the Trust in 
excess of 100 per centum of such private 
capital from any company may not exceed 
an amount equal to the amount of its funds 
invested in or legally committed to be in
vested in venture capital as determined by 
the Trust. For the purpose of the subsec
tion, the term 'venture capital' means stock 
of any class <including preferred stock) or 
limited partnership interests, or shares in a 
syndicate, business trust, joint stock compa
ny or association, mutual corporation, coop
erative or other ventures for profit or debt 
instruments which are subordinate by their 
terms to other borrowings of the issuer. 

"(2) The Corporation may purchase or 
guarantee debentures issued by special 
small business investment companies which 
shall be subordinate to any other deben
tures, bonds, promissory notes or other 
debts and obligations of such companies 
unless the Corporation in its exercise of rea
sonable investment prudence and in consid
ering the financial soundness of such com
pany determines otherwise, provided-

"<A> the effective rate of interest during 
the first five years of the term of any de
benture purchased by the Corporation 
under authority of this section shall be at a 
rate determined by the Corporation to be 
the rate of return on comparable small busi
ness investment securities purchased by the 
Corporation reduced to such lower rate as 
determined and provided by the Trust, such 
reduction in rate not to exceed 3 per centum 
per annum; and 

"<B> the amount of debentures purchased 
or guaranteed and outstanding at any one 
time pursuant to this subsection or trans
ferred to the Trust under subsection <c> of 
this section shall not exceed 400 per centum 
of a company's private capital less the 
amount of preferred securities outstanding. 

"(3) Debentures purchased and outstand
ing pursuant to paragraph <2> of this sub
section <e> may be retired simultaneously 
with the issuance of preferred securities to 
meet the requirements of subparagraph 
(2)(B) of this subsection (e). 

"(f) The Trust and the Corporation are 
authorized to extend the benefits of this 
section to any special small business invest
ment company which is owned, in whole or 
in part, by one or more small business in
vestment companies, in accordance with 
rules promulgated by the Trust and the 
Corporation. 

"(g) All dividends on preferred securities, 
interest on debentures, gains from sales of 
any securities and all other income of the 
Trust shall be exempted from all taxation 
now or hereafter imposed by the Congress 
or by any State or by any county, munici
pality, or local taxing authority. 

"(h) Fifty years after the effective date of 
the Corporation for Small Business Invest
ment Charter Act, all preferred securities 
purchased by the Trust from special small 
business investment companies shall be re
deemed and, together with the remaining 
corpus and interest of the Trust, less any 
funds owed to the Corporation, shall be 
transferred by the Trust to the United 
States Treasury for covering into miscella
neous receipts. Thereafter, the Trust shall 
be terminated and special small business in
vestment companies operating under the au
thority of this section shall operate under 
the authority of section 357 of this Act. 

"AUDITS AND REPORTS 

"SEc. 360. <a> The Administration shall 
have review authority over the Corporation 
to insure that the public purposes of part B 

of this title are carried out. The Administra
tion's reviews shall cover the Corporation's 
criteria for the qualification of small busi
ness investment companies to conduct busi
ness with the Corporation and the Corpora
tion's agreements, rules or regulations gov
erning the operations of small business in
vestment companies, but shall not extend to 
the Corporation's internal operations such 
as personnel, salary, and other usual corpo
rate matters. 

"(b) The Administration may examine the 
books and records of the Corporation and 
may require the Corporation to make such 
reports as the Administration deems desira
ble. The Administration, not later than Jan
uary 31 of each year, shall report to the 
Congress on reviews made under this sec
tion. 

"<c> The accounts of the Corporation shall 
be audited annually. Such audits shall be 
conducted in accordance with generally ac
cepted auditing standards by independent 
certified public accountants who are certi
fied or licensed by a regulatory authority of 
a State or other political subdivision of the 
United States. A report of each such audit 
shall be furnished to the Secretary of the 
Treasury. The audit shall be conducted at 
the place or places where the accounts are 
normally kept. The representatives of the 
Secretary shall have access to all books, ac
counts, financial records, reports, files, and 
all other papers, things, or property belong
ing to or in use by the Corporation and nec
essary to facilitate the audit, and they shall 
be afforded full facilities for verifying trans
actions with the balances or securities held 
by depositaries, fiscal agents, and custo
dians. 

"(d) A report of each such audit for a 
fiscal year shall be made by the Secretary of 
the Treasury to the President and to the 
Small Business Committees of the Congress 
not later than six months following the 
close of such fiscal year. The report shall 
set forth the scope of the audit and shall in
clude a statement <showing intercorporate 
relations> of assets and liabilities, capital 
and surplus or deficit; a statement of sur
plus or deficit analysis; a statement of 
income and expense; a statement of sources 
and application of funds; and such com
ments and information as may be deemed 
necessary to keep the President and the 
Congress informed of the operations and fi
nancial condition of the Corporation, to
gether with such recommendations with re
spect thereto as the Secretary may deem ad
visable, including a report of any impair
ment of capital or lack of sufficient capital 
noted in the audit. A copy of each report 
shall be furnished to the Administration 
and to the Corporation. In addition to such 
annual audits, the Corporation shall be sub
ject to audit by the General Accounting 
Office, at the request of either of the Small 
Business Committees of the Congress, as 
long as the Corporation holds small busi
ness investment company securities guaran
teed by the Administration and acquired by 
the Corporation pursuant to section 361 of 
this Act. 

"<e> The Corporation shall, as soon as 
practicable after the end of each fiscal year, 
transmit to the President, the Small Busi
ness Committees of the Congress and the 
Administration a report of its operations 
and activities during each year. 
"TRANSFER OF SMALL BUSINESS ADMINISTRA

TION GUARANTEED SECURITIES TO THE CORPO

RATION 

"SEc. 361. <a> To carry out the purposes 
set forth in section 351 of this Act, and not-

withstanding any law, rule, or regulation, 
the Secretary of the Treasury is authorized 
and directed to sell to the Corporation 
during fiscal year 1987, all of the right, title 
and interest to all small business investment 
company securities guaranteed by the Ad
ministration and held by the Federal Fi
nancing Bank <the 'Bank'), providing such 
securities are due in fiscal year 1988 or any 
subsequent year. The acquisition by the 
Corporation shall be with full recourse to 
the full faith and credit guarantee of the 
Administration. The Corporation shall fully 
pay in cash for such securities during fiscal 
year 1987 at a price equal to the outstand
ing principal balance of such securities, 
except that $100,000,000 of the purchase 
price shall be paid by the Corporation to 
the trustees for the Trust to carry out the 
trust functions specified in section 359 of 
this Act. Such securities shall not be sold by 
the Corporation prior to three years follow
ing their acquisition by the Corporation. In
terest on such securities shall accrue to the 
benefit of the Bank up to the date of trans
fer of title of the securities from the Bank 
to the Corporation. 

"(b) To the extent the Corporation is pre
pared to conduct business during fiscal year 
1987, the Secretary of the Treasury is au
thorized to sell to the Corporation during 
fiscal year 1987, all of the right, title and in
terest to any small business investment 
company securities guaranteed by the Ad
ministration and held by the Bank which 
are due in fiscal year 1987. The acquisition 
by the Corporation shall be with full re
course to the full faith and credit guarantee 
of the Administration. The Corporation 
shall fully pay in cash for such securities 
during fiscal year 1987 at a price equal to 
the outstanding principal balance of such 
securities. Such securities shall not be sold 
by the Corporation prior to three years fol
lowing their acquisition by the Corporation. 
Interest on such securities shall accure to 
the benefit of the Bank up to the date of 
transfer of title of the securities from the 
Bank to the Corporation. 

"PARTICIPATING INCENTIVE REVOLVING FUND 

"SEc. 362. <a> The Corporation shall estab
lish a participating incentive revolving fund. 
Annually and within 30 days of the close of 
its fiscal year, the Corporation shall deter
mine the difference between the interest 
income received by the Corporation on 
guaranteed securities purchased by the Cor
poration pursuant to section 361 of this Act 
and the sum of <1 > the amount of issuance 
costs and interest payments made on obliga
tions incurred by the Corporation for the 
purpose of acquiring such guaranteed secu
rities, including any refinancing thereof; 
and <2> the operating costs of the Corpora
tion to service such guaranteed securities. 
An amount equal to the difference so com
puted shall be deposited in the revolving 
fund within 10 days of the date the determi
nation is made. 

"(b) Annually the Administration shall de
termine the amount of net losses it has real
ized on account of claims under small busi
ness investment company securities guaran
teed by the Administration and shall notify 
the Corporation of the amount so deter
mined. From the revolving fund, including 
any interest earned thereon, the Corpora
tion shall pay to the Administration an 
amount equal to such net losses. If the bal
ance in the revolving fund is insufficient to 
pay the full amount of net losses, any 
amounts not so paid shall accrue as a charge 
against the fund and shall be paid at the 
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earliest possible date. Except as a charge 
against the revolving fund, any such ac
crued charges shall not be considered a li
abUity of the Corporation. 

"(c) Fifteen years after the effective date 
of part B of this title, the revolving fund 
shall terminate: Provided, That the Corpo
ration may terminate the revolving fund at 
an earlier date if the Administration certi
fies to the Corporation that all net losses on 
guaranteed securities purchased by the Cor
poration under section 361 of this Act have 
been paid and that there will be no net 
losses in the future under subsection <b> 
above. Any balances remaining in the re
volving fund at the time of termination 
shall be distributed as follows: seventy-five 
per centum to the capital surplus account of 
the Corporation and twenty-five per centum 
to the Trust created under section 359 of 
this Act.". 

SEc. 9006. Section 4<c><5> of the Small 
Business Act <15 U.S.C. 633<c><5» is amend
ed-

<1 > by striking clause (i) of subparagraph 
<B>; 

<2> by striking "<li)" from subparagraph 
<B>; 

<3> by striking from subparagraph <C> 
"subsection <B><iD" and inserting "subpara
graph <B>": and 

<4> by striking from subparagraph <C> 
"funds" and inserting "funds: Provided, 
That notwithstanding any other law, rule or 
regulation, the Administration shall not 
make any payments to the Department of 
the Treasury on account of debentures 
guaranteed under title III of the Small 
Business Investment Act of 1958 after the 
date such debentures are sold to the Corpo
ration as provided in section 361 of the 
Small Business Investment Act of 1958". 

SEc. 9007. Section 5(b)(2) of the Small 
Business Act, <15 U.S.C. 634(b)(2)) is amend
ed by striking "collection;" and by inserting 
"collection: Provided, That nothing in this 
Act nor any other law shall authorize the 
Administration to sell, hypothecate, pledge 
or in any way encumber loans or debentures 
made or issued by such Administration 
except as authorized by section 361 of the 
Small Business Investment Act of 1958;". 

SEc. 9008. <a> Section 32l<f><l> of the 
Small Business Investment Act of 1958 is 
amended by striking "development compa
ny; the interest rate paid by the develop
ment company" and inserting "licensee in
volved; the interest rate paid by the licensee 
involved"; and 

(b) Section 18005(b)(2) of the Consolidat
ed Omnibus Budget Reconciliation Act of 
1985 <P.L. 99-272> is amended by striking 
"sections 504 and 505" and inserting "sec
tion 321". 

SEC. 9009. The sixth sentence of the sev
enth paragraph of section 5136 of the Re
vised Statutes of the United States < 12 
U.S.C. 24> is amended by inserting after 
"Student Loan Marketing Association" the 
following "or obligations or other instru
ments or securities of the Corporation for 
Small Business Investment,". 

SEc. 9010. Except as otherwise provided in 
this Act, or as otherwise provided by the 
Corporation or by the laws hereafter en
acted by the Congress expressly in limita
tion of provisions of this Act, the powers 
and functions of the Corporation and of the 
Board of Directors shall be exercisable, and 
the provisions of this Act shall be applicable 
and effective, without regard to any other 
law. 

SEc. 9011. Notwithstanding any other law 
this Act shall be applicable to the several 

States, the District of Columbia, the Com
monwealth of Puerto Rico, and the territo
ries and possessions of the United States. 

TITLE X-HOUSE COMMITTEE ON WAYS 
AND MEANS 

Subtitle A-OASDI Provisions 
Subtitle B-Provisions Relating to Public 

Assistance and Unemployment 
Taxes 

Subtitle C-Provisions Relating to Medicare 
Subtitle D-Revenue Provisions 

Subtitle A-OASDI Provisions 
SEC. 10001. ELIMINATION OF 3-PERCENT TRIGGER 

FOR COST-OF-LIVING INCREASES. 
(a) ELIMINATION OF TRIGGER.-Section 

215<D<l><B> of the Social Security Act is 
amended by striking out "with respect to 
which the applicable increase percentage is 
3 percent or more" and inserting in lieu 
thereof "with respect to which the applica
ble increase percentage is greater than 
zero". 

(b) CONFORMING AMENDMENTS.-
(1) IN CURRENT LAW.-Section 215(i) Of 

such Act is further amended-
<A><D by striking out clause (i) in para

graph <2><C> and redesignating clauses <ii> 
and (iii) of such paragraph as clauses (i) and 
(ii), respectively, and 

(ii) by striking out "under clause (ii)" in 
clause (ii) of such paragraph as so redesig
nated and inserting in lieu thereof "under 
clause <D": 

<B> by inserting "and by section 10001 of 
the Omnibus Budget Reconciliation Act of 
1986" after "Social Security Amendments of 
1983" in paragraph <4>: and 

<C> by striking out "because the wage in
crease percentage was less .than 3 percent" 
in paragraph <5><A><i> and inserting in lieu 
thereof "because there was no wage increase 
percentage greater than zero". 

(2) IN APPLICABLE FORMER LAW.-Section 
215(i) of such Act, as in effect in December 
1978 and applied in certain cases under the 
provisions of such Act in effect after Decem
ber 1978, is amended-

<A> by striking out ", by not less than 3 
per centum," in paragraph <l><B>; and 

<B)(i) by striking out clause <i> of para
graph <2><C> and redesignating clauses <ii> 
and (iii) of such paragraph as clauses (i) and 
00, respectively, and 

<ii> by striking out "under clause (ii)" in 
clause <iD of such paragraph as so redesig
nated and inserting in lieu thereof "under 
clause (i)". 

<c> TEcHNICAL AMENDMENT To SMI PRo
GRAM.-Section 1839(f)(2><A> of such Act is 
amended to read as follows: 

"<A> the monthly premium amount deter
mined under subsection <a><2> for that Jan
uary reduced by the amount <if any) by 
which the monthly benefit under section 
202 or 223 for that November, after the de
duction of the premium <disregarding sub
section (b)) for that individual for that De
cember and after rounding under section 
215(g), would exceed the monthly benefit 
under section 202 or 223 for that December, 
after the deduction of the monthly premi
um amount determined under subsection 
<a><2> (disregarding subsection <b» for that 
individual for that January and after round
ing under section 215(g), or". 

(d) EFFECTIVE DATE.-<1) Except as provid
ed in paragraphs (2) and (3), the amend
ments made by this section shall apply with 
respect to cost-of-living increases deter
mined under section 215<i> of the Social Se
curity Act <as currently in effect, and as in 
effect in December 1978 and applied in cer
tain cases under the provisions of such Act 

in effect after December 1978> in 1986 and 
subsequent years. 

(2) The amendments made by paragraphs 
<l><A> and <2><B> of subsection (b) shall 
apply with respect to months after Septem
ber 1986. 

<3> The amendment made by subsection 
<c> shall apply with respect to monthly pre
miums <under section 1839 of the Social Se
curity Act> for months after December 1986. 
SEC. 10002. DEPOSITS OF SOCIAL SECURITY CON-

TRIBUTIONS BY STATE AND LOCAL 
GOVERNMENT EMPLOYERS. 

(a) RETURNs AND PAYMENTS.-(1) Subchap
ter C of chapter 21 of the Internal Revenue 
Code of 1954 is amended by redesignating 
section 3126 as section 3127, and by insert
ing after section 3125 the following new sec
tion: 
"SEC. 3126. RETURN AND PAYMENT BY GOVERN

MENTAL EMPLOYER. 
"If the employer is a State or political 

subdivision thereof, or an agency or instru
mentality of any one or more of the forego
ing, the return of the amount deducted and 
withheld upon any wages under section 3101 
and the amount of the tax imposed by sec
tion 3111 may be made by any officer or em
ployee of. such State or political subdivision 
or such agency or instrumentality, as the 
case may be, having control of the payment 
of such wages, or appropriately designated 
for that purpose.". 

<2> The table of sections for subchapter C 
of chapter 21 of such Code is amended by 
striking out the last item and inserting in 
lieu thereof the following: 
"Sec. 3126. Return and payment by govern

mental employer. 
"Sec. 3127. Short title.". 

(b) TREATMENT OF SERVICE UNDER SECTION 
218 AGREEMENTS AS EMPLOYMENT PERFORMED 
BY EMPLOYEES.-

(!) SERVICE TREATED AS EMPLOYMENT.-(A) 
Section 312l<b)(7) of such Code is amend
ed-

<i> by striking out": or" at the end of sub
paragraph <C> and inserting in lieu thereof 
a comma: 

(ii) by striking out the semicolon at the 
end of subparagraph <D> and inserting in 
lieu thereof ", or ", and 

(iii) by adding after subparagraph <D> the 
following new subparagraph: 

"<E> service included under an agreement 
entered into pursuant to section 218 of the 
Social Security Act;". 

<B) Section 1402<b> of such Code is 
amended by striking out "under an agree
ment entered into pursuant to the provi
sions of section 218 of the Social Security 
Act <relating to coverage of State employ
ees), or" in the flush sentence immediately 
following paragraph (2). 

(2) INDIVIDUAL PERFORMING SERVICES TREAT· 
ED AS EMPLOYEE.-(A) Section 3121(d) of SUCh 
Code is amended by redesignating para
graph (3) as paragraph (4), and by inserting 
after paragraph <2> the following new para
graph: 

"(3) any individual who performs services 
that are included under an agreement en
tered into pursuant to section 218 of the 
Social Security Act; or". 

<B> Section 3306(i) of such Code is amend
ed by striking out "subparagraphs <B> and 
<C> of paragraph (3)" and inserting in lieu 
thereof "paragraph <3> and subparagraphs 
<B> and <C> of paragraph (4)". 

(C) CONFORMING AMENDMENTS IN SOCIAL SE
CURITY Acr.-<1) Subsections <e>. <h>. (i), (j), 

(q), <r>, <s>, and <t> of section 218 of the 
Social Security Act are repealed; and subsec-



September 24, 1986 CONGRESSIONAL RECORD-HOUSE 25981 
tions <f>, (g), (k), <I>, <m>. <n>, <o>, (p), and 
<u> of such section are redesignated as sub
sections <e>, (f), (g), <h), <i>, (j), <k>, <I>, and 
<m>, respectively. 

<2><A> Section 205<c><l><D><i> of such Act 
is amended by inserting "(as in effect prior 
to December 31, 1986)" after "section 
218<e>". 

<B> Section 205<c><5><F><iii> of such Act is 
amended-

(i) by inserting "(as in effect prior to De
cember 31, 1986)" after "section 218", and 

<ii) by inserting "(as so in effect>" after 
"subsection (q) of such section". 

<C> Section 21l.<d)(6) of such Act is 
amended-

(i) by striking out "subsection (f)" in sub
paragraph <A> and inserting in lieu thereof 
"subsection <e>". and 

<ii> by striking out "subsection <f><l )" in 
subparagraph <F> and inserting in lieu 
thereof "subsection <e><l>". 

<D> Section 218<d><8><D> of such Act is 
amended by striking out "subsection (p)" 
and inserting in lieu thereof "subsection 
(1)". 

<E> Section 218<e><l> of such Act <as redes
ignated by paragraph <1> of this subsection> 
is amended by striking out "Except as pro
vided in subsection <e><2>, any agreement" 
and inserting in lieu thereof "Any agree
ment". 

<F> Section 224<a><2><B> of such Act is 
amended by striking out "section 218<k>" 
and inserting in lieu thereof "section 
218(g)". 

(d) EFFECTIVE DATE.-The amendments 
made by this section are effective with re
spect to payments due with respect to wages 
paid after December 31, 1986, including 
wages paid after such date by a State <or po
litical subdivision thereof) that modified its 
agreement pursuant to the provisions of sec
tion 218<e><2> of the Social Security Act 
prior to the date of the enactment of this 
Act; except that in cases where, in accord
ance with the currently applicable schedule, 
deposits of taxes due under an agreement 
entered into pursuant to section 218 of the 
Social Security Act would be required 
within 3 days after the close of an eighth
monthly period, such 3-day requirement 
shall be changed to a 7-day requirement for 
wages paid prior to October 1, 1987, and to a 
5-day requirement for wages paid after Sep
tember 30, 1987, and prior to October 1, 
1988. For wages paid prior to October 1, 
1988, the deposit schedule for taxes imposed 
under sections 3101 and 3111 shall be deter
mined separately from the deposit schedule 
for taxes withheld under section 3402 if the 
taxes imposed under sections 3101 and 3111 
are due with respect to service included 
under an agreement entered into pursuant 
to section 218 of the Social Security Act. 

Subtitle B-Provisions Relating to Public 
Assistance and Unemployment Taxes 

SEC. 10101. MANDATORY PROVISION OF AID WITH 
RESPECT TO DEPENDENT CHILDREN 
IN TWO-PARENT FAMILIES. 

<a> REQUIREMENT THAT AID BE PR.oviDED.
Section 402<a> of the Social Security Act is 
amended-

(1) by striking out "and" after the semi
colon at the end of paragraph <38>; 

(2) by striking out the period at the end of 
paragraph (39) and inserting in lieu thereof 
";and"; and 

<3> by inserting immediately after para
graph (39) the following new paragraph: 

"(40) provide that payments of aid will be 
made under the plan with respect to de
pendent children of unemployed parents, in 
accordance with section 407.". 

(b) CONFORMING AMENDMENTS.-<1) Section 
407<b> of such Act is amended by striking 
out "(b) The provisions" and all that follows 
down through "(1) requires" and inserting 
in lieu thereof the following: 

"<b> In providing for the payment of aid 
under the State's plan approved under sec
tion 402 in the case of families which in
clude dependent children within the mean
ing of subsection <a> of this section, as re
quired by section 402<a><40), the State's 
plan-

"<1> shall require". 
<2> Section 407(b)(2) of such Act is amend

ed by striking out "provides-" and inserting 
in lieu thereof "shall provide-". 

(C) QUARTERS OF WORK BASED ON EDUCA
TION OR TRAINING.-(1) Section 407(d)(l) of 
such Act is amended-

<A> by inserting "<A>" after "means a cal
endar quarter"; and 

<B> by inserting before the semicolon at 
the end thereof the following: ", or <B> if 
the State plan so provides <but subject to 
the last sentence of this subsection>. in 
which such individual (i) was in regular full
time attendance as a student at an elemen
tary or secondary school, <ii> was in regular 
full-time attendance in a course of vocation
al or technical training designed to fit him 
or her for gainful employment, or <iii) par
ticipated in an education or training pro
gram established under the Job Training 
Partnership Act". 

<2> Section 407(d) of such Act is further 
amended by adding at the end thereof (after 
and below paragraph <4» the following new 
sentence: 
"No individual shall be credited during his 
or her lifetime <for purposes of subsection 
<b><l><C><i» with more than 4 'quarters of 
work' based on attendance in a course or 
courses of vocational or technical training 
as described in paragraph <l><B><ii> of this 
subsection.". 

<3> Section 407<b><l><C><i> of such Act is 
amended by inserting after "6 or more quar
ters of work <as defined in subsection 
<d)(1))" the following: ",including 2 or more 
quarters of work as defined in subsection 
<d><l><A>,". 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall become effective 
January 1, 1988. 
SEC. 10102. TARGETING UNDER INCOME AND ELIGI

BILITY VERIFICATION SYSTEM. 
Section 1137<a><4><C> of the Social Securi

ty Act is amended by inserting after "pay
ments" the following: ", and no State shall 
be required to use such information to 
verify the eligibility of all recipients". 
SEC. 10103. ANNUAL CALCULATION OF FEDERAL 

PERCENTAGE FOR AFDC PURPOSES. 
Section 9528<c> of the Consolidated Omni

bus Budget Reconciliation Act of 1985 <as 
added by section 4621<a> of this Act> is 
amended <effective as provided in section 
4621(b))-

(1 > by striking out "payment to a State 
under section 1903" and inserting in lieu 
thereof "payments to States under sections 
403 and 1903"; and 

<2> by inserting "with respect to either 
such section" after "shall not apply to a 
State". 
SEC. 10104. RATE OF FUTA TAX. 

<a> IN GENERAL.-Paragraph <1 > of section 
3301 of the Federal Unemployment Tax Act 
is amended by striking out "1976" and in
serting in lieu thereof "1989 ". 

(b) EFFECTIVE DATE.-The amendment 
made by this section shall apply to remu
neration paid after December 31, 1986. 
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PART I-PROVISIONS RELATING TO 
MEDICARE PART A ONLY 

SEC. 10201. SETTING PART A DEDUCTIBLE AT $500 
FOR 1987. 

For purposes of part A of title XVIII of 
the Social Security Act, and notwithstand
ing any provision of such part to the con
trary, the inpatient hospital deductible 
<otherwise determined under section 1813(b) 
of such Act) for 1987 shall be $500. Such 
amount shall be applied-
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< 1 > to inpatient hospital services furnished 

in 1987, 
<2> in computing, under section 1813<b><3> 

of such Act, the coinsurance amount for 
post-hospital expended care services fur
nished in 1987, and 

<3> in computing, under section 1818<d> of 
such Act, the monthly premium <under part 
A of title XVIII of such Act> for months in 
1987. 
SEC. 10202. APPLICABLE PERCENTAGE INCREASE IN 

PAYMENTS FOR INPATIENT HOSPITAL 
SERVICES. 

<a> IN GENERAL.-Subclause <II> of section 
1886<b><3><B><1> of the Social Security Act 
<42 U.S.C. 1395ww<b><3><B><l» is amended to 
read as follows: 

"<II> for fiscal year 1987, 1.3 percent, and 
for fiscal year 1988, the market basket per
centage increase <as defined in clause <ii» 
minus 2.0 percentage points, and". 

(b) CONFORMING .AMENDMENTS.-0) Section 
1886(d><3><A> of such Act is amended by 
striking "and 1986" and inserting ", 1986, 
1987, and 1988". 

<2> Section 1886<e><4> of such Act is 
amended-

< A> by striking "determine for each fiscal 
year <beginning with fiscal year 1987>" and 
inserting "recommend for fiscal year 1988 
an appropriate change factor for inpatient 
hospital services for discharges in that fiscal 
year and shall determine for each subse
quent fiscal year", and 

<B> by adding at the end the following 
new sentence: "The percentage change for 
subsection <d> hospitals and subsection <d> 
Puerto Rico hospitals may be different from 
that for other hospitals and may vary 
among such other hospitals.". 

<3> Section 1886<e><5> of such Act is 
amended-

< A> by striking "June 1 before each fiscal 
year (beginning with fiscal year 1986)" and 
inserting "April 1 before fiscal year 1988 
and the June 1 before each subsequent 
fiscal year", and 

<B> by inserting "recommendation or" 
before "determination" each place it ap
pears. 

(C) EFFECTIVE DATE.-The amendment 
made by subsection <a> shall apply to cost 
reporting periods beginning on or after Oc
tober 1, 1986 and, for purposes of section 
1886(d) of the Social Security Act, for dis
charges occurring on or after October 1, 
1986. 

(d) PROMULGATION OF NEW RATE.-The 
Secretary of Health and Human Services 
shall provide, within 30 days after the date 
of the enactment of this Act but in no case 
later than October 1, 1986, for the republi
cation of the determination described in sec
tion 1886<e><5> of the Social Security Act, 
taking into account the amendments made 
by this section, without regard to the provi
sions of chapter 5 of title 5, United States 
Code. 
SEC. 10203. LIMITATION ON PAYMENTS FOR CAP

ITAL-RELATED COSTS FOR INPATIENT 
HOSPITAL SERVICES OF DRG HOSPI
TALS UNDER MEDICARE. 

<a> IN GENERAL.-Section 1886<g> of the 
Social Security Act <42 U.S.C. 1395ww(g)) is 
amended by adding at the end the following 
new paragraph: 

"<3><A> Notwithstanding section 
186l<v><l>. in determining the amount of 
the hospital capital payments <as defined in 
subparagraph <D». the Secretary shall pro
vide for a reduction by such percentage <in 
this section referred to as the 'capital reduc
tion percentage') in such payments as is nec
essary to provide that the aggregate amount 
of ~ospital capital payments attributable to 

portions of hospital cost reporting periods 
occurring in fiscal year 1987, in fiscal year 
1988, and in fiscal year 1989, does not 
exceed 110 percent, 120 percent, and 130 
percent, respectively, of the aggregate 
amount of such payments attributable to 
portions of hospital cost reporting periods 
occurring in fiscal year 1986, adjusted in ac
cordance with subparagraph <C>. 

"<B> The Secretary shall determine the 
capital reduction percentage based upon the 
best information available before the begin
ning of the fiscal year involved and interim 
and final payments shall be made on the 
basis of such percentage. Such percentage 
shall not be subject to change after the date 
it is promulgated in final form. 

"<C> In computing the hospital capital 
payments attributable to portions of cost re
porting periods occurring in fiscal year 1986 
in computing the limitation on hospital cap
ital payments under subparagraph <A> at
tributable to portions of cost reporting peri
ods occurring in-

"(i) fiscal year 1987, there shall be ex
cluded 25 percent, 

"(ii) fiscal year 1988, there shall be ex
cluded 50 percent, 

"<iiD fiscal year 1989, there shall be ex
cluded 75 percent, 
of the amount of the hospital capital pay
ments <attributable to portions of cost re
porting periods occurring in fiscal year 
1986) that are attributable to a return on 
equity capital. 

"(D> In this paragraph, the term 'hospital 
capital payments' means the payments that 
may be made under part A of this title with 
respect to the allowable capital-related costs 
<as defined by the Secretary> of inpatient 
hospital services for subsection <d> hospitals 
and subsection (d) Puerto Rico hospitals.". 

(b) PUBLICATION OF CAPITAL REDUCTION 
PERcENTAGE.-Section 1886<e><4> of such Act 
is amended by inserting before the period at 
the end the following: " and shall determine 
for each fiscal year the capital reduction 
percentage which should be effected under 
subsection <g><3> for that fiscal year". 

(C) NO ADMINISTRATIVE OR JUDICIAL 
REVIEW.-Section 1886<d><7> of such Act is 
amended-

<1> by striking "and" at the end of sub
paragraph <A>. 

<2> by striking the period at the end of 
subparagraph <B> and inserting", and", and 

(3) by adding at the end the following new 
subparagraph: 

"<C> the determination of a capital reduc
tion percentage under subsection (g)(3).". 

(d) EFFECTIVE DATE.-
(1) IN GENERAL.-The amendments made 

by this section shall apply to payments for 
capital-related costs attributable to portions 
of cost reporting periods occurring on or 
after October 1, 1986. 

(2) TRANSITION.-The Secretary of Health 
and Human Services shall cause to have 
published in the Federal Register, by not 
later than 30 days after the date of the en
actment of this Act or, if earlier, by October 
1, 1986, the capital reduction percentage de
termined under section 1886(g)(3) for pay
ments for capital-related costs attributable 
to portions of hospital cost reporting peri
ods that occur during fiscal year 1987. In 
promulgating such percentage for such 
fiscal year, the provisions of chapter 5 of 
title 5, United States Code, and of chapter 
35 of title 41 of such Code, shall not apply. 
SEC. 10204. COVERAGE OF HOSPITALS IN PUERTO 

RICO UNDER A DRG PROSPECTIVE 
PAYMENT SYSTEM. 

<a> IN GENERAL.-Section 1886(d) of the 
Social Security Act <42 U.S.C. l395ww<d» is 

amended by adding at the end the following 
new paragraph: 

"(9><A> Notwithstanding section 1814(b) 
but subject to the provisions of section 1813, 
the amount of the payment with respect to 
the operating costs of inpatient hospital 
services of a subsection <d> Puerto Rico hos
pital for inpatient hospital discharges in a 
fiscal year beginning on or after October 1, 
1986, is equal to the sum of-

"(i) 75 percent of the Puerto Rico adjust
ed DRG prospective payment rate <deter
mined under subparagraph <B> or <C» for 
such discharges, and 

"(ii) 25 percent of the average of-
"(!) the national adjusted DRG prospec

tive payment rate (determined under para
graph (3)(D)) for hospitals located in an 
urban area, and 

"<II> such rate for hospitals located in a 
rural area, 
for such discharges, adjusted in the manner 
provided in paragraph <J><E> for different 
area wage levels. 
As used in this section, the term 'subsection 
<d> Puerto Rico hospital' means a hospital 
that is located in Puerto Rico and that 
would be a subsection <d> hospital <as de
fined in paragraph <l><B» if it were located 
in one of the fifty States. 

"<B> The Secretary shall determine a 
Puerto Rico adjusted DRG prospective pay
ment rate, for each inpatient hospital dis
charge in fiscal year 1987 involving inpa
tient hospital services of a subsection <d> 
Puerto Rico hospital for which payment 
may be made under part A of this title. 
Such rate shall be determined for such hos
pitals located in urban or rural areas within 
Puerto Rico, as follows: 

"(i) The Secretary shall determine the 
target amount <as defined in subsection 
<b><J><A» for the hospital for the cost re
porting period begfuning in fiscal year 1986 
and increase such amount by the applicable 
percentage increase <as defined in subsec
tion <b><3><B» for fiscal year 1987. 

"(ii> The Secretary shall standardize the 
amount determined under clause <i> for 
each hospital by-

"(!) excluding an estimate of indirect med
ical education costs, 

"<ID adjusting for variations among hospi
tals by area in the average hospital wage 
level, and 

"(liD adjusting for variations in case mix 
among hospitals. 

"<iii> The Secretary shall compute an av
erage of the standardized amounts deter
mined under clause (ii) for all hospitals lo
cated in an urban area and for all hospitals 
located in a rural area <as such terms are de
fined in paragraph <2><D». 

"(iv> The Secretary shall reduce the aver
age standardized amount by a proportion 
equal to the proportion (estimated by the 
Secretary) of the amount of payments 
under this paragraph which are additional 
payments described in subparagraph <D><1> 
<relating to outlier payments> or in subpara
graph <D><v> <relating to disproportionate 
share payments> for subsection (d) Puerto 
Rico hospitals. 

"<v> For each discharge classified within a 
diagnosis-rebted group for hospitals located 
in an urban or rural area, respectively, the 
Secretary shall establish a Puerto Rico 
DRG prospective payment rate equal to the 
product of-

"(l) the average standardized amount 
<computed under clause (iii) and reduced 
under clause <iv)) for hospitals located in an 
urban or rural area, respectively, and 
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"(II) the weighting factor <determined 

under paragraph <4><B» for that diagnosis
related group. 

"<vi> The Secretary shall adjust the pro
portion <as estimated by the Secretary from 
time to time) of hospitals' costs which are 
attributable to wages and wage-related 
costs, of the Puerto Rico DRG prospective 
payment rate computed under clause <v> for 
area differences in hospital wage levels by a 
factor <established by the Secretary> reflect
ing the relative hospital wage level in the 
geographic area of the hospital compared to 
the Puerto Rican average hospital wage 
level. 

"(C) The Secretary shall determine a 
Puerto Rico adjusted DRG prospective pay
ment rate, for each inpatient hospital dis
charge after fiscal year 1987 involving inpa
tient hospital services of a subsection <d> 
Puerto Rico hospital for which payment 
may be made under part A of this title. 
Such rate shall be determined for hospitals 
located in urban or rural areas within 
Puerto Rico as follows: 

"(i) The Secretary shall compute an aver
age standardized amount for hospitals locat
ed in an urban area and for hospitals locat
ed in a rural area equal to the respective av
erage standardized amount computed for 
the previous fiscal year under subparagraph 
<B><iii> or under this clause, increased for 
fiscal year 1988 by the applicable percent
age increase under subsection <b><3><B>. and 
adjusted for subsequent fiscal years in ac
cordance with the final determination of 
the Secretary under subsection <e><4>, and 
adjusted to reflect the most recent case-mix 
data available. 

"<ii) The Secretary shall reduce each of 
the average standardized amounts by a pro
portion equal to the proportion <estimated 
by the Secretary> of the amount of pay
ments under this paragraph which are addi
tional payments described in subparagraph 
<D><D <relating to outlier payments> or in 
subparagraph <D><v> <relating to dispropor
tionate share payments> for subsection <d> 
Puerto Rico hospitals. 

"<iii> For each discharge classified within 
a diagnosis-related group for hospitals locat
ed in an urban or rural area, respectively, 
the Secretary shall establish a Puerto Rico 
DRG prospective payment rate equal to the 
product of-

"<I> the average standardized amount 
<computed under clause (i) and reduced 
under clause (ii)) for hospitals located in an 
urban or rural area, respectively, and 

"<II> the weighting factor <determined 
under paragraph <4><B» for that diagnosis
related group. 

"<iv> The Secretary shall adjust the pro
portion <as estimated by the Secretary from 
time to time) of hospitals' costs which are 
attributable to wages and wage-related 
costs, of the Puerto Rico DRG prospective 
payment rate computed under clause <iii) 
for area differences in hospital wage levels 
by a factor <established by the Secretary> 
reflecting the relative hospital wage level in 
the geographic area of the hospital com
pared to the Puerto Rican average hospital 
wage level. 

"<D> The following provisions of para
graph <5> shall apply to subsection <d> 
Puerto Rico hospitals receiving payment 
under this paragraph in the same manner 
and to the extent as they apply to subsec
tion (d) hospitals receiving payment under 
this subsection: 

"(i) Subparagraph <A> <relating to outlier 
payments>. except that the total amount of 
additional payments made under this clause 

in a fiscal year may not be less than 5 per
cent nor more than 6 percent of the total 
payments projected or estimated to be made 
under this paragraph for discharges in that 
year. 

"<ii) Subparagraph <B> <relating to pay
ments for indirect medical education costs), 
except that for this purpose the sum of the 
amount determined under subparagraph <A> 
of this paragraph and the amount paid to 
the hospital under clause (i) of this subpara
graph shall be substituted for the sum re
ferred to in paragraph <5><B><D<I>. 

"(iii) Subparagraph <C><iii> <relating to ex
ceptions and adjustments>. 

"(iv> Subparagraph <E> <relating to pay
ments for costs of certified registered nurse 
anesthetists>. 

"<v> Subparagraph <F> <relating to dispro
portionate share payments>, except that for 
this purpose the sum described in clause <ii> 
of this subparagraph shall be substituted 
for the sum referred to in paragraph 
<5><F><ii><I>.". 

(b) CONFORMING AMENDMENTS.-(1) The 
first sentence of section 1886<d><5><C><D of 
such Act is amended by inserting "<other 
than under paragraph <9))" after "estab
lished under this subsection". 

<2> The second and third sentences of sec
tion 1886<d><5><C><ii> of such Act are each 
amended by inserting "<other than under 
paragraph <9))" after "payment amounts 
under this subsection". 

(C) No RESTANDARDIZATION OF NATIONAL 
LEvELS TO REFLECT INCLUSION OF PuERTO 
R1co.-The Secretary of Health and Human 
Services shall not restandardize or other
wise adjust the national DRG prospective 
payment rates otherwise determined under 
section 1886(d) of the Social Security Act to 
take into account changes in the payments 
provided to subsection <d> Puerto Rico hos
pitals under the amendment made by sub
section <a>. 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall apply to cost re
porting periods beginning on or after Octo
ber 1, 1986. The Secretary of Health and 
Human Services shall issue such regula
tions, by not later than October 1, 1986, as 
are necessary to implement such amend
ments in a timely manner, without regard to 
the provisions of chapter 5 of title 5, United 
States Code. 
SEC. 10205. IMPROVING QUALITY OF CARE WITH 

RESPECT TO PART A SERVICES. 
(a) REFINEMENT OF PROSPECTIVE PAYMENT 

SYSTEM.-
( 1) DEVELOPMENT OF LEGISLATIVE PROPOS· 

AL.-The Secretary of Health and Human 
Services shall develop and submit to Con
gress a specific legislative proposal to im
prove the classification and payment system 
under section 1886(d) of the Social Security 
Act <and, as appropriate, the system for 
payment of outliers under section 
1886<d><5><A> of such Act> in order to assure 
that the amount of payment per discharge 
approximates the cost of medically neces
sary care provided in an efficient manner 
for individual patients or classes of patients 
with similar conditions. 

(2) ACCOUNTING FOR SEVERITY OF ILLNESS.
ln developing the proposal, the Secretary 
shall account for variations in severity of ill
ness and case complexity which are not ade
quately accounted for by the current classi
fication and payment system. 

<3> DEADLINE.-The proposal shall be sub
mitted to Congress by not later than 2 years 
after the date of the enactment of thiS Act. 

(b) REQUIRING NOTICE OF HOSPITAL DIS
CHARGE RIGHTS.-

(1) REQUIREMENT FOR HOSPITALS TO PROVIDE 
STATEMENT.-8ection 1866<a><I> of the Social 
Security Act <42 U.S.C. 1395cc(a)(l)), as 
amended by section 10207<e><6><A> of this 
subtitle, is amended-

<A> by striking "and" at the end of the 
subparagraph (J), 

<B> by striking the period at the end of 
subparagraph <K> and inserting ", and", and 

<C> by inserting after subparagraph <K> 
the following new subparagraph: 

"<L> in the case of hospitals, to provide to 
each individual who is entitled to benefits 
under part A <or to a legally responsible 
person or persons acting on the individual's 
behalf), at or about the time of the individ
ual's admission as an inpatient to the hospi
tal, a written statement <containing such 
language as the Secretary prescribes con
sistent with this paragraph) which ex
plains-

"(i) the individual's rights to benefits for 
inpatient hospital services and for post-hos
pital services under this title, 

"<ii> the circumstances under which such 
an individual will and will not be liable for 
charges for continued stay in the hospital, 

"(iii) the individual's right to appeal deni
als of benefits for continued inpatient hos
pital services, including the practical steps 
to initiate such an appeal, and 

"(iv> the individual's liability for payment 
for services if such a denial of benefits is 
upheld on appeal, 
and which provides such additional informa
tion as the Secretary may specify." 

<2> EFFECTIVE DATE.-The Secretary of 
Health and Human Services shall first pre
scribe the language required under section 
1866<a><I><L> of the Social Security Act not 
later than six months after the date of the 
enactment of this Act. The requirement of 
such section shall apply to admissions to 
hospitals occurring on such date <not later 
than 60 days after the date such language is 
first prescribed> as the Secretary shall pro
vide. 

(C) REQUIRING HOSPITALS TO PROVIDE DIS· 
CHARGE PLANNING PROCESS.-

(1) REQUIREMENT AS CONDITION OF PARTICI
PATION.-8ection 186l<e><6> of the Social Se
curity Act (42 U.S.C. 1395x<e><6» is amend
ed-

<A> by inserting "<A>" after "(6)", and 
<B> by inserting before the semicolon at 

the end the following: "and <B> has in place 
a discharge planning process that meets the 
requirements of subsection <ee)". 

(2) DISCHARGE PLANNING PROCESS DEFINED.
Section 1861 of such Act is further amended 
by adding at the end the following new sub
section: 

"Discharge Planning Process 
"<ee)(l) A discharge planning process of a 

hospital shall be considered sufficient if it is 
applicable to services furnished by the hos
pital to individuals entitled to benefits 
under this title and if it meets the guide
lines and standards established by the Sec
retary under paragraph <2>. 

"(2) The Secretary shall develop guide
lines and standards for the discharge plan
ning process in order to ensure a timely and 
smooth transition to the most appropriate 
type of and setting for post-hospital or re
habilitative care. The guidelines and stand
ards shall include the following: 

"<A> The hospital must identify, at an 
early stage of hospitalization, those patients 
who are likely to suffer adverse health con
sequences upon discharge in the absence of 
adequate discharge planning. 
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"<B> Hospitals must provide a discharge 

planning evaluation for patients identified 
under subparagraph <A> and for other pa
tients upon the request of the patient, pa
tient's representative, or patient's physician. 

"<C> Any discharge planning evaluation 
must be made on a timely basis to ensure 
that appropriate arrangements for post-hos
pital care will be made before discharge and 
to avoid unnecessary delays in discharge. 

"<D> A discharge planning evaluation 
must include an evaluation of a patient's 
likely need for appropriate post-hospital 
services and the availability of those serv
ices. 

"<E> The discharge planning evaluation 
must be included in the patient's medical 
record for use in establishing an appropriate 
discharge plan and the results of the evalua
tion must be discussed with the patient <or 
the patient's representative>. 

"(F) Upon the request of a patient's physi
cian, the hospital must arrange for the de
velopment and initial implementation of a 
discharge plan for the patient. 

"<G> Any discharge planning evaluation 
or discharge plan required under this para
graph must be developed by, or under the 
supervision of, a registered professional 
nurse, social worker, or other appropriately 
qualified personnel." 

(3) EFFECT OF ACCREDITATION.-The second 
sentence of section 1865<a> of such Act <42 
U.S.C. 1395bb<a» is amended-

<A> by inserting ", requires a discharge 
planning process <or imposes another re
quirement which serves substantially the 
same purpose)," after "the same purpose)", 
and 

<B> by inserting "clause <A> or <B> of" 
after "comply also with". 

(4) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to hos
pitals as of one year after the date of the 
enactment of this Act. 

(d) REVIEW OF STANDARDS FOR MEDICARE 
CONDITIONS OF PARTICIPATION FOR ASSURING 
QUALITY OF INPATIENT HOSPITAL SERVICES.
The Secretary of Health and Human Serv
ices shall arrange for a study of the adequa
cy of the standards used for hospitals, for 
purposes of meeting the conditions of par
ticipation under title XVIII of the Social Se
curity Act, in assuring the quality of serv
ices furnished in hospitals. The Secretary 
shall report to Congress on the results of 
the study by not later than 2 years after the 
date of the enactment of this Act. 

(e) STUDY OF PAYMENT FOR ADMINISTRA
TIVELY NECESSARY DAYS.-

( 1 > IN GENERAL.-The Secretary of Health 
and Human Services shall conduct a study 
to determine whether a payment should be 
made <in a budget-neutral manner under 
title XVIII of such Act to hospitals receiv
ing payments under section 1886<d> of such 
Act) to a hospital for administratively nec
essary days, separate from the per-discharge 
and outlier payments made under such sec
tion. 

(2) ADMINISTRATIVELY NECESSARY DAYS DE
FINED.-In this subsection, an "administra
tively necessary day" is a day of continued 
inpatient hospital stay, for an individual en
titled to benefits under part A of title XVIII 
of the Social Security Act, necessitated by a 
delay in obtaining placement for the indi
vidual in a skilled nursing facility. 

(3) CONSIDERATIONS IN CONDUCTING 
sTUDY.-In conducting the study, the Secre
tary shall consider-

<A> the need for such a payment in order 
to minimize-

<D the disproportionate financial impact 
of current law on certain hospitals <or hos-

pitals in certain locations> due to difficulties 
in arranging for appropriate post-hospital 
care, such as difficulties resulting from a 
shortage of beds in skilled nursing facilities 
where those hospitals are located and from 
the source of payment for such care, and 

(it) the risk of inappropriate discharge to 
a non-institutional or inappropriate institu
tional setting of individuals who need post
hospital services in a skilled nursing facility, 
and 

<B> the administrative mechanisms that 
can be used to prevent inappropriate pay
ments for administratively necessary days. 

(4) REPORT ON STUDY.-The Secretary shall 
report to Congress on the results of the 
study not later than January 1, 1988. 

(f) CONTINUING OF FAVORABLE PREsUMP
TION OF WAIVER OF LIABILITY FOR SKILLED 
NURSING FACILITIES, HOME HEALTH AGEN
CIES, AND HOSPICE PROGRAMS.-

( 1) IN GENERAL.-Section 1879 of the Social 
Security Act <42 U.S.C. 1395pp> is amended 
by adding at the end the following new sub
section: 

"<f><l><A> A skilled nursing facility which 
meets the applicable requirements of para
graphs (3) and (4) shall be presumed to 
meet the requirement of subsection <a><2> 
with respect to denials of coverage by 
reason of section 1862(a) <1> or <9>. 

"<B> A home health agency which meets 
the applicable requirements of paragraphs 
(3) and <4> shall be presumed to meet there
quirement of subsection <a><2> with respect 
to denials of coverage by reason of section 
1862<a> <1> or <9>. 

"(C) A hospice program which meets the 
applicable requirements of paragraphs (3) 
and (4) shall be presumed to meet the re
quirement of subsection <a><2> with respect 
to denials of coverage by reason of section 
1862(a) <1) or <9>. 

"(2) The presumption of paragraph <1> 
with respect to specific services may be re
butted by actual or imputed knowledge of 
the facts described in subsection (a)(2), in
cluding any of the following: 

"<A> Notice by the fiscal intermediary of 
the fact that payment may not be made 
under this title with respect to the services. 

"<B> In the case of a skilled nursing facili
ty, the committee or group responsible for 
the conduct of utilization review for the fa
cility has informed the facility that pay
ment may not be made under this title with 
respect to the services. 

"(C) It is clear and obvious that the pro
vider should have known at the time the 
services were furnished that they were ex
cluded from coverage. 

"(3) The requirements of this paragraph 
are as follows: 

"(A) The facility, agency, or program com
plies with requirements of the Secretary 
under this title respecting timely submittal 
of bills for payment and medical documen
tation. 

"(B) The facility, agency, or program has 
reasonable procedures to notify promptly 
each patient <and the patient's physician) 
where it is determined that a patient is 
being or will be furnished items or services 
which are excluded from coverage under 
this title. 

"( 4> The requirement of this paragraph is 
that, on the basis of bills submitted during 
the previous quarter, the rate of denial of 
bills by reason of section 1862<a> <1> or <9> 
for-

"<A> a skilled nursing facility does not 
exceed 5 percent, computed based on days 
of post-hospital extended care services 
billed, 

"<B> a home health agency does not 
exceed 2.5 percent, computed based on visits 
for home health services billed, or 

"<C> a hospice program does not exceed 
2.5 percent, computed based on visits for 
hospice care billed. 

"(5) The Secretary shall report annually 
to Congress-

"<A> information on the frequency and 
distribution (by type of provider> of denials 
referred to in paragraph (4), including-

"(i) the reasons for such denials, 
"(ii) the extent to which payments were 

nonetheless made because of this section, 
and 

"<iii> the rate of reversals of such denials, 
and 

"<B> such other information as may be ap
propriate to evaluate the appropriateness of 
the percentage standards established under 
paragraph <4>. 

"<6> In this subsection, the term 'fiscal in
termediary' means, with respect to a skilled 
nursing facility, home health agency, or 
hospice program an agency or organization 
with an agreement under section 1816 with 
respect to the facility, agency, or program.". 

(2) REPEALING DUPLICATIVE PROVISIONS.
Section 9205 of the Consolidated Omnibus 
Budget Reconciliation Act of 1985, and sub
section <c> of section 9126 of such Act, are 
repealed. 

(3) EFFECTIVE DATE.-(A) Except as provid
ed in subparagraph <B>. the amendments 
made by paragraphs < 1) and <2> shall apply 
to services furnished on or after the date of 
the enactment of this Act, and before Octo-
ber 1, 1989. · 

<B> The amendments made by paragraph 
< 1> shall apply to hospice care furnished (i) 
on or after the first day of the first month 
that begins at least 6 months after the date 
of the enactment of this Act and (it) before 
October 1, 1989. 

(g) EXTENSION OF WAIVER OF LIABILITY 
PROVISIONS TO CERTAIN COVERAGE DENIALS 
FOR HOME HEALTH SERVICES.-

(1) IN GENERAL.-Section 1879 of the Social 
Security Act (42 U.S.C. 1395pp), as amended 
by subsection (f), is further amended-

<A> in subsection (a)(l), by inserting ''or 
by reason of a coverage denial described in 
subsection (g)" after "section 1862<a> (1) or 
(9)"; 

(B) in the first sentence of subsection (a), 
by inserting "and as though the coverage 
denial described in subsection (g) had not 
occurred" before the period at the end; 

<C> in the third sentence of subsection <a>. 
by inserting "or by reason of a coverage 
denial described in subsection (g)" after 
"section 1862<a> (1) or (9)"; 

(D) in subsection (c), by inserting "or by 
reason of a coverage denial described in sub
section (g)" after "section 1862(a) (1) or 
(9)"; 

<E> in subsection <f><l><B>-
(i) by inserting "(i)'' after "applicable re

quirements", and 
(it) by inserting before the period at the 

end the following: "or (ii) of paragraphs (3) 
and (5) shall be presumed to meet the re
quirement of subsection <a><2> with respect 
to any coverage denial described in subsec
tion (g)"; 

<F> in subsection (f>-
(i) in paragraph (5), by striking "para

graph (4)" each place it appears and insert
ing "paragraphs <4> and (5)", 

(it) by redesignating paragraphs <5> and 
(6) as paragraphs (6) and (7), respectively, 
and 

(iii) by inserting after paragraph <4> the 
following new paragraph: 
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"(5) The requirement of this paragraph is 

that, on the basis of bills submitted by a 
home health agency during the previous 
quarter, the rate of denial of bills for the 
agency by reason of a coverage denial de
scribed in subsection (g) does not exceed 2.5 
percent, computed based on visits for home 
health services billed."; and 

< G > by adding at the end the 
following new subsection: 

"(g) The coverage denial described in this 
subsection is, with respect to the provision 
of home health services to an individual, a 
failure to meet the requirements of section 
1814<a><2><C> or section 1835<a><2><A> in 
that the individual-

"(!) is or was not confined to his home, or 
"(2) does or did not need skilled nursing 

care on an intermittent basis or physical, 
speech, or occupational therapy." 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph <1) shall apply to serv
ices furnished on or after the first day of 
the first month that begins more than 90 
days after the date of the enactment of this 
Act; except that the amendments made by 
paragraphs <l><E> and (l)(F)(iii) shall not 
apply to services furnished on or after Octo
ber 1, 1989. 

(h) DEVELOPMENT OF UNIFORM NEEDS As
SESSMENT INSTRUMENT.-

(!) DEVELOPMENT.-The Secretary of 
Health and Human Services shall develop a 
uniform needs assessment instrument that

<A> evaluates-
(i) the functional capacity of an individ

ual, 
<li> the nursing and other care require

ments of the individual to meet health care 
needs and to assist with functional incapaci
ties, and 

(iii) the social and familial resources avail
able to the individual to meet those require
ments; and 

(B) can be used by discharge planners, 
hospitals, nursing facilities, other health 
care providers, and fiscal intermediaries in 
evaluating an individual's need for post-hos
pital extended care services, home health 
services, and long-term care services of a 
health-related or supportive nature. 
The Secretary may develop more than one 
such instrument for use in different situa
tions. 

(2) ADVISORY PANEL.-The Secretary shall 
develop any instrument in consultation with 
an advisory panel, appointed by the Secre
tary, that includes experts in the delivery of 
post-hospital extended care services, home 
health services, and long-term care services 
and includes representatives of hospitals, of 
physicians, of skilled nursing facilities, of 
home health agencies, of long-term care 
providers, of fiscal intermediaries, and of 
medicare beneficiaries. 

(3) REPORT ON INSTRUMENT.-The Secre
tary shall report to Congress, not later than 
1 year after the date of the enactment of 
this Act, on the instrument or instruments 
developed under this section. The report 
shall include an evaluation of the advan
tages and disadvantages of using the instru
ment or instruments as the basis for deter
mining whether payment should be made 
for post-hospital extended care services and 
home health services provided to individuals 
entitled to benefits under part A of title 
XVIII of the Social Security Act. 

(i) EXPEDITED REVIEW BY FISCAL INTERME
DIARIES.-

<1> IN GENERAL.-Section 1879 of the Social 
Security Act <42 U.S.C. 1395pp), as amended 
by subsections (f) and (g), is further amend
ed by adding at the end the following new 
subsection: 

"(h) The Secretary shall develop proce
dures to expedite the determination of 
whether initial claims submitted for post
hospital extended care services, home 
health services, and hospice care provided 
<or to be provided) to an individual may be 
reimbursed under this title, so as to mini
mize the time between ( 1> when the provid
er first provides the services to the individ
ual, and <2> when the provider first receives 
notice of an initial determination on wheth
er or not payment may be made under this 
title for some or all of the services provided 
the individual." 

(2) EFFECTIVE DATE.-The Secretary of 
Health and Human Services shall provide 
for the expedited procedures described in 
section 1879<h> of the Social Security Act 
not later than one year after the date of the 
enactment of this Act. 

(j) INCLUDING IN ANNUAL REPORTS ON PRo
SPECTIVE PAYMENT SYSTEM INFORMATION ON 
QuALITY oF PosT-HosPITAL CARE.-

<1> IN GENERAL.-Section 603(a)(2) of the 
Social Security Amendments of 1983 is 
amended-

<A> by striking "1987" in subparagraph 
<A> and inserting "1989", and 

<B> by adding at the end the following 
new subparagraph: 

"(E) In each annual report to Congress 
under subparagraph <A>, the Secretary shall 
include-

"(i) an evaluation of the adequacy of the 
procedures for assuring quality of post-hos
pital services furnished under title XVIII of 
the Social Security Act, 

"<li) an assessment of problems that have 
prevented groups of medicare beneficiaries 
<including those eligible for medical assist
ance under title XIX of such Act> from re
ceiving appropriate post-hospital services 
covered under such title, and 

"(iii) information on reconsiderations and 
appeals taken under title XVIII of such Act 
with respect to payment for post-hospital 
services.". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph <l><B> shall apply tore
ports for years beginning with 1986. 

(k) PRIOR AUTHORIZATION DEMONSTRATION 
PROJECT.-

( 1> IN GENERAL.-The Secretary of Health 
and Human Services shall conduct a demon
stration program concerning prior authori
zation for post-hospital extended care serv
ices and home health services furnished 
under part A of title XVIII of the Social Se
curity Act. 

(2) ScoPE.-The program shall include at 
least four projects and shall be implemented 
by not later than July 1, 1987. 

(3) CONSULTATION.-The program shall be 
developed in consultation with an advisory 
panel that includes experts in the delivery 
of post-hospital extended care services, 
home health services, and long-term care 
services and includes representatives of hos
pitals, of physicians, of skilled nursing fa
cilities, of home health agencies, of long
term care providers, of fiscal intermediaries, 
and of medicare beneficiaries. 

(4) EvALUATION AND REPORT.-The Secre
tary shall evaluate the demonstration pro
gram conducted under this subsection and 
shall report to Congress on such evaluation 
no later than January 1, 1989. Such evalua
tion and report shall address-

<A> the administrative and program costs 
for prior authorization across demonstra
tion projects and in comparison to adminis
trative and program costs under the current 
system of retroactive review, including costs 
for uncovered services paid under the waiver 

of liability which would not be incurred 
under prior authorization; 

<B> impact of prior authorization on 
access to and availability of extended care 
services and home health services in com
parison to the current system <including 
costs to providers> and on timely discharge 
of hospital inpatients; and 

<C> accuracy and associated cost savings of 
payment determinations and rates of claim 
reversals under prior authorization versus 
the current system. 

(5) FuNDING.-Expenditures made for the 
demonstration program shall be made from 
the Federal Hospital Insurance Trust Fund 
under section 1817 of the Social Security 
Act. Grants and payments under contracts 
may be made either in advance or by way of 
reimbursement, as may be determined by 
the Secretary, and shall be made in such in
stallments and on such conditions as the 
Secretary finds necessary to carry out the 
purpose of this subsection. 

(6) WAIVER OF MEDICARE REQUIREMENTS.
The Secretary shall waive compliance with 
such requirements of title XVIII of the 
Social Security Act to the extent and for 
the period the Secretary finds necessary for 
the conduct of the demonstration program. 
SEC. 10206. OFF-BUDGET TREATMENT OF FEDERAL 

HOSPITAL INSURANCE TRUST FUND IN 
FISCAL YEAR 1987. 

(a) EFFECTIVE IN FISCAL YEAR 1987 .-Sec
tion 710 of the Social Security Act <as 
amended by section 261 of Public Law 99-
177) is amended-

(!) by amending subsection (b) to read as 
follows: 

"(b)(1) The receipts and disbursements of 
the Federal Hospital Insurance Trust Fund 
and the taxes imposed under sections 
140l(b), 310l(b), and 3111Cb) of the Internal 
Revenue Code of 1954, shall not be included 
in the totals of the budget of the United 
States Government as submitted by the 
President or of the congressional budget 
and shall be exempt from any general 
budget limitation imposed by statute on ex
penditures and net lending <budget outlays> 
of the United States Government. 

"(2) The disbursements of the Federal 
Supplementary Medical Insurance Trust 
Fund shall be treated as a separate major 
functional category in the budget of the 
United States Government as submitted by 
the President and in the congressional 
budget, and the receipts of such Trust Fund 
shall be set forth separately in such budg
ets.", and 

(2) in subsection <c>, by striking "or the 
Federal Disability Insur~ce Trust Fund, or 
for payments from either" and inserting ", 
the Federal Disability Insurance Trust 
Fund, or the Federal Hospital Insurance 
Trust Fund, or for payments from any". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection (a) shall apply with re
spect to fiscal years beginning after Septem
ber 30, 1986, and ending before October 1, 
1992. 
SEC. 10207. TECHNICAL AMENDMENTS AND MISCEL

LANEOUS PROVISIONS RELATING TO 
PART A. 

(a) ONE-YEAR EXTENSION OF PASS-THROUGH 
FOR COSTS OF CERTIFIED REGISTERED NURSE 
ANESTHETISTs.-section 2312<c> of the Defi
cit Reduction Act of 1984 is amended by 
striking "October 1, 1987" and inserting 
"October 1, 1988". 

(b) 4-YEAR DESIGNATION PERIOD FOR RURAL 
REFERRAL CENTERS.-If the Secretary of 
Health and Human Services classifies or has 
classified a hospital located in a rural area 
as a regional referral center under section 
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1886<d><5><C><D of the Social Security Act, 
the Secretary shall not terminate or change 
such classification before the end of the 4th 
cost reporting period for which the classifi
cation is in effect. 

(C) TEMPORARY WAIVER OF INPATIENT LIMI
TATIONS FOR THE CONNECTICUT HOSPICE, 
INc.-With respect to the Connecticut Hos
pice, Inc., for hospice care provided before 
October 1, 1988, the reference in section 
186l<dd><2><A><iiD of the Social Security Act 
<42 U.S.C. 1395x<dd><2><A><iii» to "20 per
cent" is deemed a reference to "50 percent". 

(d) MASSACHUSETTS MEDICARE REPAY
MENT.-The Secretary of Health and Human 
Services shall not, on or after the date of 
the enactment of this section and before 
January 1, 1988, recoup from, or otherwise 
reduce payments to, hospitals in the State 
of Massachusetts because of alleged over
payments to such hospitals under part A of 
title XVIII of the Social Security Act which 
occurred during the period of the Statewide 
hospital reimbursement demonstration 
project conducted in that State, between 
October 1, 1982, and June 30, 1986, under 
section 402 of the Social Security Amend
ments of 1967 and section 222 of the Social 
Security Amendments of 1972. 

(e) PART A COBRA TECHNICAL CoRREc
TIONS.-

(1) CLARIFICATION OF INDIRECT MEDICAL 
EDUCATION COSTS LANGUAGE.-(A) Paragraph 
<2><C><i> of subsection <d> of section 1886 of 
the Social Security Act (42 U.S.C. 1395ww) 
is amended by striking "<taking into ac
count, for discharges occurring after Sep
tember 30, 1986, the amendments made by 
section 9104<a> of the Medicare and Medic
aid Budget Reconciliation Amendments of 
1985)". 

<B> Paragraph <3><A> of such subsection is 
amended by adding at the end the follow
ing: "If the formula under paragraph <5><B> 
for determining payments for the indirect 
costs of medical education is changed for 
any fiscal year. the Secretary shall readjust 
the standardized amounts previously deter
mined for each hospital to take into account 
the changes in that formula." . 

<C> Clause (ii) of paragraph <3><C> of such 
subsection is amended to read as follows: 

"(ii) REDUCING FOR SAVINGS FROM AMEND
MENT TO INDIRECT TEACHING ADJUSTMENT FOR 
DISCHARGES AFTER SEPTEMBER 30, 1986.-The 
Secretary shall further reduce each of the 
average standardized amounts by a propor
tion equal to the proportion <estimated by 
the Secretary) of the amount of payments 
under this subsection based on DRG pro
spective payment amounts which is the dif
ference between-

"(!) the sum of the additional payment 
amounts under paragraph <5><B> <relating 
to indirect costs of medical education> if the 
indirect teaching adjustment factor were 
equal to 1.159r <as 'r' is defined in para
graph <5><B)(ii)), and 

"(II) that sum using the factor specified in 
paragraph <5><B><ii><ID.". 

<D><i> Except as provided in clause (ii), the 
amendments made by this paragraph apply 
to discharges occurring on or after October 
1. 1986. 

(ii) The amendments made by this para
graph shall not be first applied to dis
charges occurring as of a date unless, for 
discharges occurring on that date. the 
amendments made by section 9105<a> of the 
Consolidated Omnibus Budget Reconcilia-
tion Act of 1985 <incorporating the amend
ments made by paragraph <2) of this subsec
tion> are also being applied. 

(2) CLARIFICATION OF DISPROPORTIONATE 
SHARE LANGUAGE.-(A) Paragraph (2)(C) of 

subsection (d) of section 1886 of the Social 
Security Act <42 U.S.C. 1395ww), as amend
ed by section 9105(b) of the Consolidated 
Omnibus Budget Reconciliation Act of 1985 
<in this section referred to as "COBRA"> is 
amended-

(i) by adding "and" at the end of clause 
(ii), 

<iD by striking ". and" at the end of clause 
<iii> and inserting a period, and 

(iii) by striking clause <iv). 
<B> Paragraph <3><C> of such subsection is 

amended by adding at the end the follow
ing: 

"(iii) REDUCING FOR DISPROPORTIONATE 
SHARE PAYMENTS.-The Secretary shall fur
ther reduce each of the average standard
ized amounts by reducing the standardized 
amount for each hospital <as previously de
termined without regard to this clause> by a 
proportion equal to the proportion <estab
lished by the Secretary> of the amount of 
payments under this subsection based on 
DRG prospective payment amounts which 
are additional payments described in para
graph <5><F> <relating to disproportionate 
share payments> for subsection (d) hospi
tals.". 

(C) Paragraph <5><F)(vi)(l) of such subsec
tion is amended-

<D by striking "supplementary" and in
serting "supplemental". and 

(ii) by striking "fiscal year" and inserting 
"period". 

<D> The amendments made by subpara
graph (C) apply to discharges occurring on 
or after May 1, 1986, and the amendments 
made by subparagraphs <A> and <B> apply to 
discharges occurring on or after October 1, 
1986. 

(3) CLARIFICATION THAT ALL MEDICARE PAR
TICIPATING HOSPITALS ARE REQUIRED TO MEET 
EMERGENCY CARE REQUIREMENTS.-8ection 
1867<e><3> of the Social Security Act (42 
U.S.C. 1395dd(e)(3)), as inserted by section 
912l(b) of COBRA, is amended by striking 
"and has, under the agreement, obligated 
itself to comply with the requirements of 
this section". 

(4) APPROPRIATE ANNUAL PERIODS FOR 
SKILLED NURSING FACILITY PROSPECTIVE PAY
MENTS.-(A) Section 1888(d)(l) of the Social 
Security Act (42 U.S.C. 1395yy(d)<l)), as 
added by section 9126<a> of COBRA. is 
amended by striking "fiscal year" each place 
it appears and inserting "cost reporting 
period". 

<B> Section 1888(d)(4) of such Act is 
amended-

(i) in the first sentence, by striking "each 
fiscal year" and inserting "cost reporting pe
riods beginning in a fiscal year". and 

(ii) in the second sentence, by striking 
"fiscal year" and all that follows up to the 
period and inserting "cost reporting period 
no later than 30 days before the beginning 
of that period". 

<C> Section 9126(d)(l> of COBRA is 
amended by striking "fiscal years" and in
serting "cost reporting periods". 

(D) The amendments made by subpara
graphs <A> and <B> apply to cost reporting 
periods beginning on or after October 1, 
1986. 

(5) TREATMENT OF CERTAIN STATE AND LOCAL 
CAMPAIGN WORKERS WITH RESPECT TO THE 
HOSPITAL INSURANCE TAX.-(A) Section 
312l(u)(2)(B)(ii) of the Internal Revenue 
Code of 1954 is amended-

(i) by striking "or" at the end of subclause 
(Ill), 

(ii) by striking the period at the end of 
subclause <IV> and inserting ". or". and 

<iii> by adding at the end the following: 

"(V) by an election official or election 
worker if the remuneration paid in a calen
dar year for such service is less than $100." 

<B> Section 210(p)(2) of the Social Securi
ty Act <42 U.S.C. 410(p)(2)) is amended-

<D by striking "or" at the end of subpara
graph <C>. 

<ii> by striking the period at the end of 
subparagraph <D> and inserting", or", and 

<iii> by adding at the end the following: 
"(E) by an election official or election 

worker if the remuneration paid in a calen
dar year for such service is less than $100.". 

<C) The amendments made by this para-
graph shall apply to services performed 
after March 31, 1986. 

(6) MISCELLANEOUS PROVISIONS.-(A) Para
graph (1) of section 1866(a) of the Social Se
curity Act <42 U.S.C. 1395cc<a» is amend
ed-

<D by striking the "and" inserted at the 
end of subparagraph <D by section 
9122(a)(2) of COBRA, 

<iD by striking the period at the end of 
subparagraph <J> and inserting ". and". and 

<iii) by redesignating the subparagraph <D 
inserted by section 9403(b) of COBRA as 
subparagraph <K> and transferring and in
serting such subparagraph after subpara
graph (J). 

<B> The amendments made by subpara
graph <A> are effective as if they had been 
included in the enactment of COBRA. 

<C> Effective on the date of the enactment 
of Public Law 99-107, in applying section 
5(a) of such Act, a cost reporting period be
ginning on September 28, 29, or 30 is 
deemed to begin on October 1 and any refer
ence to September 30 is deemed a reference 
to September 27. 

PART 2-PROVISIONS RELATING TO PARTS 
AANDB 

SEC. 10221. ELIMINATION OF PERIODIC INTERIM 
PAYMENT SYSTEM (PIP) FOR DRG 
HOSPITALS AND PROMPT PAYMENT 
FOR MEDICARE PROVIDERS. 

(a) ELIMINATION OF PIP FOR PPS HOSPI
TALS.-

(1) IN GENERAL.-Section 1815(a) of the 
Social Security Act <42 U.S.C. 1395g(a)) is 
amended-

<1> by inserting "<1)" after "(a)'', and 
(2) by adding at the end the following new 

paragraph: 
"<2><A> Except as provided in subpara

graph <B>. the Secretary shall provide pay
ment under this part for inpatient hospital 
service furnished by a subsection (d) hospi
tal <as defined in section 1886(d)0)(B), and 
including a distinct psychiatric or rehabili
tation unit of such a hospital) only on the 
basis of actual bills submitted by the hospi
tal and not on a periodic interim payment 
basis. 

"(B) Subparagraph <A> shall not apply, 
and the Secretary shall permit payment on 
a periodic interim payment basis-

"(i) to a subsection (d) hospital during the 
period it is-

"(1) being paid additional amounts under 
section 1886<d><5><F> <relating to dispropor
tionate share payments), or 

"<In a sole community hospital <as de
fined in section 1886(d)(5)(C)(ii)); and 

"<ii> to a hospital which is receiving pay
ment under a State hospital reimbursement 
system under section 1814(b)(3) or 1886(c), 
if payment on a periodic interim payment 
basis is an integral part of such reimburse
ment system. 

"<C> In the case of a subsection (d) hospi
tal which has significant cash flow problems 
resulting from operations of its interme-
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diary or from unusual circumstances of the 
hospital's operation, the Secretary shall 
make available appropriate accelerated pay
ments.". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph <1 > shall be effective 
with respect to payments for discharges oc
curring on or after July 1, 1987. 

(b) REQUIRING TIMELY PAYMENT OF PROP
ERLY SUBMITTED MEDICARE CLAIMS UNDER 
PART A.-

( 1 > IN GENERAL. -Section 1816<c> of the 
Social Security Act <42 U.S.C. 1395h<c» is 
amended-

<1> by inserting "(1)'' after "(c)", and 
<2> by adding at the end the following new 

paragraph: 
"<2><A> Each agreement under this section 

shall provide that, in cases of claims for 
which payment under this part is not made 
on a periodic interim payment basis under 
section 1815<a>-

"(i) if payment is not made on or before 
the 22nd calendar day after the date on 
which a clean claim is received, interest on 
the claim shall be paid at the rate used for 
purposes of section 3902<a> of title 31, 
United States Code <relating to interest pen
alties for failure to make prompt payments) 
for the period beginning on the day after 
the required payment date and ending on 
the date on which payment is made; 

"(ii) the agency or organization shall 
notify the entity submitting the claim, 
within 22 calendar days after the date the 
claim is received, of any defect, impropriety, 
or circumstance that prevents the claim 
from being treated as a clean claim; 

"(iii) if notice required under clause <ii> is 
not provided on a timely basis with respect 
to a claim and payment is subsequently 
made on the claim, interest on the amount 
determined to be payable shall be made <at 
the rate described in clause (i)) for the 
period beginning on the day after the re
quired notice date and ending on the date 
on which payment is made or the date the 
notice is provided, whichever date is earlier; 
and 

"(iv> the agency or organization will be re
imbursed for the amount of interest paid 
under this subparagraph from amounts 
made available for Federal administrative 
costs to carry out this part <other than such 
amounts as are made available for interme
diary agreements under this section>. 

"(B) In this paragraph, the term 'clean 
claim' means a claim that has no defect or 
impropriety <including any lack of any re
quired substantiating documentation> or 
particular circumstance requiring special 
treatment that prevents timely payment 
from being made on the claim under this 
part.". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph < 1 > shall apply to claims 
received on or after July 1, 1987. 

(C) PROMPT PAYMENT FOR MEDICARE PHYSI
CIANS AND SUPPLIERS.-

(!) IN GENERAL.-Section 1842<c> of the 
Social Security Act <42 U.S.C. 1395u<c» is 
amended-

<A> by inserting "<1)" after "(c)", and 
<B> by adding at the end the following 

new paragraph: 
"<2><A> Each contract under this section 

which provides for the disbursement of 
funds, as described in subsection <a><l><B>, 
shall that, in cases of claims for which pay
ment under this part is not made on a peri
odic interim payment basis described in sec
tion 1815<a>-

"(i) if payment is not made on or before 
the 22nd calendar day <or the 11th calendar 

day, the case of a claim for services fur
nished by a participating physician or sup
plier> after the date on which a clean claim 
is received, interest on the claim shall be 
paid at the rate used for purposes of section 
3902<a> of title 31, United States Code (re
lating to interest penalties for failure to 
make prompt payments> for the period be
ginning on the day after the required pay
ment date and ending on the date on which 
payment is made; 

"<ii) the carrier shall notify the entity 
submitting the claim, within 22 calendar 
days <or within 11 calendar days, in the case 
of a claim for services furnished by a par
ticipating physician or supplier> after the 
date the claim is received, of any defect, im
propriety, or circumstance that prevents the 
claim from being treated as a clean claim; 

"<iii> if notice required under clause (ii) is 
not provided on a timely basis with respect 
to a claim and payment is subsequently 
made on the claim, interest on the amount 
determined to be payable shall be made <at 
the rate described in clause <i)) for the 
period beginning on the day after the re
quired notice date and ending on the date 
on which payment is made or the date the 
notice is provided, whichever date is earlier; 
and 

"<iv> the carrier will be reimbursed for the 
amount of interest paid under this subpara
graph from amounts made available for 
Federal administrative costs to carry out 
this part <other than such amounts as are 
made available for carrier contracts under 
this section>. 

"(B) In this paragraph, the term 'clean 
claim' means a claim that has no defect or 
impropriety <including any lack of any re
quired substantiating documentation) or 
particular circumstance requiring special 
treatment that prevents timely payment 
from being made on the claim under this 
part.". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph (1) shall apply to claims 
received on or after October 1, 1987. 
SEC. 10222. HEALTH MAINTENANCE ORGANIZA

TIONS AND COMPETITIVE MEDICAL 
PLANS. 

(a) REPEAL OF "2 FOR 1" CONVERSION RE
QUIREMENT FOR CERTAIN HEALTH MAINTE
NANCE 0RGANIZATIONS.-Section 114(C)(2) of 
the Tax Equity and Fiscal Responsibility 
Act of 1982 is amended by adding at the end 
the following new subparagraph: 

"(E) The preceding provisions of this 
paragraph shall not apply to payments 
made for current, nonrisk medicare enroll
ees for months beginning with April 1987.". 

(b) REQUIRING THE PROVISION OF AN EXPLA
NATION OF ENROLLEE RIGHTS.-

(1) IN GENERAL.-Subsection <c><3> of sec
tion 1876 of the Social Security Act < 42 
U.S.C. 1395mm> is amended by adding at 
the end the following new subparagraph: 

"<E> Each eligible organization shall pro
vide each enrollee, at the time of enrollment 
and not less frequently than annually there
after, an explanation of the enrollee's rights 
under this section, including an explanation 
of-

"(i) the enrollee's rights to benefits from 
the organization, 

"<ii> the restrictions on payments under 
this title for services furnished other than 
by or through the organization, 

"(iii) out-of-area coverage provided by the 
organization, 

"(iv> the organization's coverage of emer
gency services and urgently needed care, 
and 

"<v> appeal rights of enrollees.". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph < 1 > shall take effect on 
January 1, 1987, and shall apply to enroll
ments effected on or after such date. 

(C) RESTRICTING WAIVER OF REQUIREMENT 
oF 50 PERcENT NoN-MEDICARE ENRoLLMENT.-

<1> RESTRICTION ON NEW WAIVERS.-Para
graph <2> of subsection <f> of such section is 
amended by striking "if" and all that fol
lows through the end and inserting the fol
lowing: "if more than 50 percent of the pop
ulation of the area served by the organiza
tion consists of individuals who are entitled 
to benefits under this title or under a State 
plan approved under title XIX.". 

(2) SANCTIONS FOR NONCOMPLIANCE.-Such 
subsection is further amended by adding at 
the end the following new paragraph: 

"(3) If the Secretary determines that an 
eligible organization has failed to comply 
with the requirements of this subsection, 
the Secretary may provide for the suspen
sion of enrollment of individuals under this 
section with the organization after the date 
the Secretary notifies the organization of 
such noncompliance.". 

(3) EFFECTIVE DATES.-
{A) NEW RESTRICTION.-The amendment 

made by paragraph < 1 > shall apply to modi
fications and waivers granted after the date 
of the enactment of this Act. 

(B) SANCTIONS FOR NONCOMPLIANCE.-The 
amendment made by paragraph <2> shall 
take effect on the date of the enactment of 
this Act. 

(C) TREATMENT OF CURRENT WAIVERS.-In 
the case of an eligible organization de
scribed in subparagraph <D>, the organiza
tion shall make, and continue to make, rea
sonable efforts to meet scheduled enroll
ment goals, consistent with a schedule of 
compliance approved by the Secretary of 
Health and Human Services. If the Secre
tary determines that the organization-

(i) has complied, or made significant 
progress toward compliance, with such 
schedule of compliance, the Secretary may 
extend such waiver, or 

<ii> has not complied with such schedule, 
the Secretary may provide for the suspen
sion of enrollment, under section 1876 of 
the Social Security Act, of individuals with 
the organization after the date the Secre
tary notifies the organization of such non
compliance. 

(D) ORGANIZATION COVERED.-An eligible 
organization described in this subparagraph 
is an eligible organization that-

(i) as of the date of the enactment of this 
Act, has been granted, under paragraph (2) 
of section 1876([) of the Social Security Act, 
a modification or waiver of the requirement 
imposed by paragraph (1 > of that section, 
but 

<ii> does not meet the requirement for 
such modification or waiver under the 
amendment made by paragraph < 1) of this 
subsection, 
and includes a successor to such an organi
zation. 

(d) REQUIRING PROMPT PAYMENT OF 
CLAIMS.-

(1) IN GENERAL.-Subsection (g) of such 
section is amended by adding at the end the 
following new paragraph: 

"(6><A> A risk-sharing contract under this 
section shall require the eligible organiza
tion to provide prompt payment <consistent 
with the provisions of sections 1816<c><2> 
and 1842<c><2» of claims submitted for cov
ered services and supplies furnished to indi
viduals enrolled under this section, if the 
services or supplies are not furnished under 
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a contract between the organization and the 
provider or supplier. 

"<B> In the case of an eligible organization 
which the Secretary determines, after 
notice and opportunity for a hearing, has 
failed to make payments of amounts in com
pliance with subparagraph <A>. the Secre
tary may provide for direct payment of the 
amounts owed to providers and suppliers for 
such covered services furnished to individ
ual enrolled under this section under the 
contract. If the Secretary provides for such 
direct payments, the Secretary shall provide 
for an appropriate reduction in the amount 
of payments otherwise made to the organi
zation under this section to reflect the 
amount of the Secretary's payments <and 
costs incurred by the Secretary in making 
such payments>.". · 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph < 1 > shall apply to risk
sharing contracts under section 1876 of the 
Social Security Act with respect to services 
furnished on or after July 1, 1987. 

(e) REQUIRING ACCESS TO FINANCIAL 
RECORDS AND DISCLOSURE OF INTERNAL 
LoANS.-

(1) IN GENERAL.-Subsection <D<3><C> of 
such section is amended-

<A> by striking "and" at the end, 
<B> by inserting "(i)" after "<C)", and 
<C> by adding at the end the following 

new clauses: 
"(ii) shall require the organization to pro

vide and supply information <described in 
section 1866<b><2><C><ii>> in the manner 
such information is required to be provided 
or supplied under that section; 

"(iii) shall require the organization to 
notify the Secretary of loans and other spe
cial financial arrangements which are made 
between the organization and subcontrac
tors, affiliates, and related parties; and". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph < 1 > shall apply to con
tracts as of January 1, 1987. 

(f) AUTHORITY TO IMPOSE CIVIL MONEY 
PENALTIES.-Subsection <D of such section is 
amended by adding at the end the following 
new paragraph: 

"(6)(A) Any eligible organization with a 
risk-sharing contract under this section that 
fails substantially to provide medically nec
essary items and services that are required 
<under law or such contract> to be provided 
to individuals covered under such contract, 
if the failure has adversely affected (or has 
a substantial likelihood of adversely affect
ing) these individuals, is subject to a civil 
money penalty of not more than $2,000 for 
each such failure. 

"<B> The provisions of section 1128A 
<other than subsection <a» shall apply to a 
civil money penalty under subparagraph <A> 
in the same manner as they apply to a civil 
money penalty under that section.". 

(g) STUDY OF AAPCC AND ACR.-The Sec
retary of Health and Human Services shall 
provide, through contract with an appropri
ate organization, for a study of the methods 
by which-

(1) the adjusted average per capita cost 
("AAPCC", as defined in section 1876<a><4> 
of the Social Security Act> can be refined to 
more accurately reflect the average cost of 
providing care to different classes of pa
tients, and 

(2) the adjusted community rate <"ACR", 
as defined in section 1876<e><3> of such Act> 
can be refined. 
The Secretary shall submit to Congress, by 
not later than January 1, 1988, specific leg
islative recommendations concerning meth
ods by which the calculation of the AAPCC 
and the ACR can be refined. 

(h) ALLOWING MEDICARE BENEFICIARIES TO 
DISENROLL AT A LoCAL SOCIAL SECURITY 
OFFICE.-The Secretary of Health and 
Human Services shall provide that individ
uals enrolled with an eligible organization 
under section 1876 of the Social Security 
Act may disenroll, on and after June 1, 1987, 
at any local office of the Social Security Ad
ministration. 
SEC. 10223. PROVISIONS RELATING TO IMPROVE

MENT OF QUALITY OF CARE. 
(a) PROVIDER REPRESENTATION OF BENEFICI

ARIES ON APPEALS AND PERMITTING APPEAL OF 
CERTAIN TECHNICAL DENIALS.-

(1) PERMITTING PROVIDER REPRESENTATION 
OF BENEFICIARIES.-Section 1869(b)(l) of the 
Social Security Act (42 U.S.C. 1395ff(b)(1)) 
is amended by adding at the end the follow
ing: "Sections 206(a), 1102, and 1871 shall 
not be construed as authorizing the Secre
tary to prohibit an individual from being 
represented under this subsection by a 
person that furnishes or supplies the indi
vidual, directly or indirectly, with services 
or items solely on the basis that the person 
furnishes or supplies the individual with 
such a service or item. Such a person cannot 
represent a beneficiary with respect to the 
issue described in section 1879<a><2> unless 
the person has waived any rights for pay
ment from the beneficiary with respect to 
the services or items involved in the 
appeal.". 

(2) PERMITTING REVIEW OF TECHNICAL DENI· 
ALS.-Section 1869 of such Act is further 
amended-

<A> in subsection <a>. by inserting ", the 
amount of benefits with respect to home 
health services under part B, and any other 
determination with respect to a claim for 
benefits under part A" after "part A,", and 

<B> in subsection <b><l>-
(i) by striking "or" at the end of subpara

graph <B>. 
(ii) by inserting " , or" at the end of sub

paragraph <C>. and 
<iii> by inserting after subparagraph <C> 

the following new subparagraph: 
"(D) any other denial <other than under 

part B of title XI> of a claim for benefits 
under part A or a claim for benefits with re
spect to home health services under part 
B" 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection take effect on the 
date of the enactment of this Act. 

(b) PROHIBITION OF CERTAIN PHYSICIAN IN
CENTIVE PLANs.-

( 1) MAKING CERTAIN PLANS SUBJECT TO CIVIL 
MONETARY PENALTIES.-Section ll28A of the 
Social Security Act (42 U.S.C. 1320a-7a> is 
amended-

< A> by striking "subsection <a>" each place 
it appears and inserting "subsection (a) or 
(b)'', 

<B> in subsection (a)(l), by striking 
"(h)(l)" and "(h)(2)" and inserting "(i)(l)" 
and "(i)(2)", respectively, 

<C> in subsection (f), by striking "subsec
tion <d>" and inserting "subsection (e)", 

<D> by redesignating subsections (b) 
through (h) as subsections (c) through (i), 
respectively, and 

<E> by inserting after subsection <a> the 
following new subsection: 

"(b)(l) If a hospital or an eligible organi
zation with a risk-sharing contract under 
section 1876 knowingly makes a payment, 
directly or indirectly, to a physician as an 
inducement to reduce or limit services pro
vided with respect to individuals who-

" <A> are entitled to benefits under part A 
or part B of title XVIII, 

"(B) in the case of an eligible organiza
tion, are enrolled with the organization, and 

"<C) are under the direct care of the phy
sician, the hospital or organization shall be 
subject, in addition to any other penalties 
that may be prescribed by law, to a civil 
money penalty of not more than $2,000 for 
each such individual with respect to whom 
the payment is made. 

"(2) Any physician who knowingly accepts 
receipt of a payment described in paragraph 
< 1 > shall be subject, in addition to any other 
pen~lties that may be prescribed by law, to 
a ctvil money penalty of not more than 
$2,000 for individual described in such para
graph with respect to whom the payment is 
made." 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph < 1) shall apply to-

< A> payments by hospitals occurring more 
than 6 months after the date of the enact
ment of this Act, and 

<B> payments by eligible organizations oc
curring on or after January 1, 1988. 

(3) STUDY.-The Secretary of Health and 
Human Services shall report to Congress, 
not later than April 1, 1987, concerning in
centive arrangements offered by health 
maintenance organizations and competitive 
medical plans to physicians. The report 
shall-

<A> review the type of incentive arrange
ments in common use, 

<B> evaluate their potential to pressure 
improperly physicians to reduce or limit 
services in a medically inappropriate 
manner, and 

<C> make recommendations concerning 
providing for an exception, to the prohibi
tion contained in section 1128A(b) of the 
Social Security Act, for incentive arrange
ments that may be used by such organiza
tions and plans to encourage efficiency in 
the utilization of medical and other services 
but that do not have a substantial potential 
for adverse effect on quality. 

(d) STUDY TO DEVELOP A STRATEGY FOR 
QUALITY REVIEW AND ASSURANCE.-

(1) IN GENERAL.-The Secretary of Health 
and Human Services shall arrange for a 
study to serve as the basis for establishing a 
strategy for reviewing and assuring the 
quality of care for which payment may be 
made under title XVIII of the Social Securi
ty Act. 

(2) ITEMS INCLUDED IN STUDY.-Among 
other items, the study shall-

<A> identify the appropriate consider
ations which should be used in defining 
"quality of care"; 

<B> evaluate the relative roles of struc
ture, process, and outcome standards in as
suring quality of care; 

(C) consider whether criteria and stand
ards for defining and measuring quality of 
care should be developed and, if so, how this 
should be done; 

<D> evaluate the adequacy and focus of 
the current methods for measuring, review
ing, and assuring quality of care; 

<E> evaluate the current research on 
methodologies for measuring quality of 
care, and suggest areas of research needed 
for further progress; 

<F> evaluate the adequacy and range of 
methods available to correct or prevent 
identified problems with quality of care; 

<G> review mechanisms available for co
ordinating and supervising at the national 
level quality review and assurance activities; 
and 

<H> develop general criteria which may be 
used in establishing priorities in the alloca-
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tion of funds and personnel in reviewing 
and assuring quality of care. 

(3) REPORT.-The Secretary shall submit 
to Congress, not later than 2 years after the 
date of the enactment of this Act, a report 
on the study. Such report shall address the 
items described in paragraph (2) and shall 
include recommendations with respect to 
strengthening quality assurance and review 
activities for services furnished under the 
medicare program. 

(4) ARRANGEMENTS FOR STUDY.-(A) The 
Secretary shall request the National Acade
my of Sciences, acting through appropriate 
units, to submit an application to conduct 
the study described in this subsection. If the 
Academy submits an acceptable application, 
the Secretary shall enter into an appropri
ate arrangement with the Academy for the 
conduct of the study. If the Academy does 
not submit an acceptable application to con
duct the study, the Secretary may request 
one or more appropriate nonprofit private 
entities to submit an application to conduct 
the study and may enter into an appropri
ate arrangement for the conduct of the 
study by the entity which submits the best 
acceptable application. 

<B> In developing plans for the conduct of 
the study, the Secretary shall assure that 
consumer and provider groups, peer review 
organizations, the Joint Commission on Ac
creditation of Hospitals, professional soci
eties. and private purchasers of care with 
experience and expertise in the monitoring 
of the quality of care are consulted. 
SEC. 10224. TECHNICAL AMENDMENTS AND MISCEL

LANEOUS PROVISIONS RELATING TO 
PARTS A AND B. 

(a) TREATMENT OF GROUP PuRCHASING 
VENDOR AGREEMENTS.-

(1) IN GENERAL.-Section 1877(b)(3) of the 
Social Security Act <42 U.S.C. 
1395nn<b><3» is amended-

<A> by striking "and" at the end of sub
paragraph <A>. 

<B> by striking the period at the end of 
subparagraph <B> and inserting"; and", and 

<C> by adding at the end the following: 
"<C> any amount paid by a vendor of 

goods or services to a person authorized to 
act as a purchasing agent for a group of pro
viders of services if-

"(i) the person has a written contract, 
with each such vendor and each such pro
vider of services, which specifies the amount 
to be paid the person, which amount may be 
a fixed amount or a fixed pel"centage <not to 
exceed 3 percent) of the value of the pur· 
chases made by each such provider under 
the contract, and 

"(ii) the person discloses to each such pro
vider of services the amount received from 
each such vendor with respect to purchases 
made by or on behalf of the provider.". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph < 1) apply to payments 
made before, on, or after the date of the en
actment of this Act. 

(b) EXTENSION AND CLARIFICATION OF CoM
PETITIVE CONTRACTING AUTHORITY.-Section 
2326<a> of the Deficit Reduction Act of 1984 
is amended-

<1> by striking "of the fiscal years 1985 
and 1986" and inserting "fiscal year <begin
ning with fiscal year 1985 and ending with 
fiscal year 1989)", and 

(2) by inserting "or fixed price" after 
"competitive bidding" each place it appears. 

(c) COBRA TEcHNICAL CoRRECTIONS.-
< 1) CORRECTION CONCERNING TRANSITION 

PERIOD FOR FOREIGN MEDICAL GRADUATES IN DE
TERMINING PAYMENTS FOR DIRECT GRADUATE 
MEDICAL EDUCATION COSTS.-The matter in 
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section 1886<h><4><E><ii> of the Social Secu
rity Act <42 U.S.C. 1395ww(h)(4)(E)(ii)), 
added by 9202<a> of the Consolidated Omni
bus Budget Reconciliation Act of 1985 (in 
this section referred to as "COBRA"), pre
ceding subclause <I> is amended by inserting 
"but before July 1, 1987," after "1986,". 

(2) ANNOUNCEMENT, RATHER THAN PUBLICA
TION, OF HMO AND CMP PAYMENT RATES.-(A) 
The matter in section 1876(a)( 1 ><A> of the 
Social Security Act (42 U.S.C. 
1395mm(a)(l)(A)) preceding clause (i), as 
amended by section 92ll<d> of COBRA, is 
amended by striking "publish" and inserting 
"announce (in a manner intended to provide 
notice to interested parties)". 

<B> The amendment made by subpara
graph <A> shall apply to determinations of 
per capita payment rates for 1987 and sub
sequent years. 

(3) PENALTIES FOR BILLING FOR ASSISTANTS 
AT SURGERY FOR CERTAIN CATARACT OPER
ATIONS.-(A) Section 1842(k) of the Social 
Security Act <42 U.S.C. 1395u(k)), added by 
section 9307<c> of COBRA, is amended by 
inserting "presents or causes to be present
ed a claim or" after "willfully" each place it 
appears. 

<B> The amendment made by subpara
graph <A> shall apply to claims presented 
after the date of the enactment of this Act. 

(4) TEMPORARY USE OF CARRIER PRE-PAY
MENT SCREENING AS A SUBSTITUTE FOR PRE-PRO
CEDURE REVIEW.-For purposes of section 
1862(a)(15) of the Social Security Act <42 
U.S.C. 1395y(a)(l5)), added by section 
9307(a)(3) of COBRA. and for surgical pro
cedures performed during the period begin
ning on April!, 1986, and ending on Decem
ber 15, 1986, a carrier is deemed to have ap
proved the use of an assistant in a surgical 
procedure, before the surgery is performed, 
based on the existence of a complicating 
medical condition if the carrier determines 
after the surgery is performed that the use 
of the assistant in the procedure was appro
priate based on the existence of a complicat
ing medical condition before or during the 
surgery. 

(5) EXTENSION OF CONTINUATION PERIOD OF 
ACCESS: MEDICARE DEMONSTRATION PROJECT.
Section 922l<a> of COBRA is amended by 
striking "September 30, 1986" and inserting 
"July 31, 1987". 

(6) MISCELLANEOUS PROVISIONS.-(A) Sec
tion 9127<b> of COBRA is amended by in
serting ". except that the Director may pro
vide initially for such terms as will insure 
that <on a continuing basis) the terms of no 
more than eight members will expire in any 
one year" after "years". 

<B> Section 9202(j) of COBRA is amended 
by inserting "or section 402 of the Social Se
curity Amendments of 1967" after "section 
1886<c> of the Social Security Act". 

<C> Section 1842<h> of the Social Security 
Act (42 U.S.C. 1395u(h)), as amended by sec
tion 9301(c) of COBRA, is amended-

<D in paragraph (5), as redesignated by 
section 9301(c)(3)(D) of COBRA, by striking 
"such" each place it appears, and 

(ii) in paragraph (6), as so redesignated, 
by striking "the the" and inserting "the". 

<D> Section 9301(c)(5) of COBRA is 
amended by striking "1842(b)(7)" and in
serting "1842(h)(7)". 

<E> Section 1842(b)(8) of the Social Secu
rity Act, as added by section 9304(a) of 
COBRA. is amended-

(i) in subparagraph <A>. by inserting "by 
carriers" after "to be used", and 

(ii) in subparagraph <B>. by inserting "by 
carriers" after "be considered". 

<F> The amendments made by this para
graph are effective as if they had been in
cluded in the enactment of COBRA. 

PART 3-PROVISIONS RELATING TO 
MEDICARE PART B 

SEC. 10231. EXTENSION OF PREMIUM PAYMENT 
PROVISION THROUGH 1989. 

Section 1839 of the Social Security Act (42 
U.S.C. 1395r> is amended-

<1> in subsection (e), by striking "1989" 
and inserting "1990" each place it appears; 

(2) in subsection (f)(l), by striking "or 
1987" and inserting", 1987, or 1988"; and 

<3> in subsection <f><2>. by striking "or 
1988" and inserting ". 1988, or 1989". 
SEC. 10232. PAYMENT FOR PHYSICIANS' SERVICES, 

RESTRICTIONS ON REASONABLE 
CHARGE LIMITATIONS, AND INCEN· 
TIVES FOR PHYSICIAN PARTICIPA· 
TION. 

(a) DETERMINATION OF MAxiMUM ALLow
ABLE PREvAILING CHARGES FOR PHYSICIANS' 
SERVICES.-

(1) IN GENERAL.-Section 1842(b)(4)(A) of 
the Social Security Act <42 U.S.C. 
1395u(b)<4><A>> is amended by striking 
clause (iii) and inserting the following: 

"(iii) In determining the maximum allow
able prevailing charges which may be recog
nized consistent with the index described in 
the fourth sentence of paragraph <3> for 
physicians' services furnished on or after 
January 1, 1987, by participating and non
participating physicians, respectively, the 
Secretary shall treat the maximum allow
able prevailing charges recognized as of De
cember 31, 1986, under such sentence with 
respect to participating and nonparticipat
ing physicians, respectively, as having been 
justified by economic changes. 

"<iv> Beginning with 1987, the percentage 
increase in the MEl <as defined in subpara
graph <E)(ii)) shall be the same for nonpar
ticipating physicians as for participating 
physicians.". 

(2) CONFORMING AMENDMENT.-Section 
1842(b)(4)(C) of such Act is amended

<A> by striking "(i)'' after "(C)", and 
<B> by striking clause OD. 
(3) DEFINITIONS.-Section 1842(b)(4) of 

such Act is further amended by adding at 
the end the following new subparagraph: 

"(E) In this section: 
"(i) The term 'participating physician' 

refers, with respect to the furnishing of 
services, to a physician who at the time of 
furnishing the services is a participating 
physician <under subsection (h)(l)), and the 
term 'nonparticipating physician' refers, 
with respect to the furnishing of services, a 
physician who at the time of furnishing the 
services is not a participating physician. 

"(ii) The term 'percentage increase in the 
MEl' means, with respect to physicians' 
services furnished in a year, the percentage 
increase in the medicare economic index <re
ferred to in the fourth sentence of para
graph (3)) applicable to such services fur
nished as of the first day of that year.". 

(4) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to serv
ices furnished on or after January 1, 1987. 

(b) 1 PERCENT BONUS FOR PARTICIPATING 
PHYSICIANS.-Section 1842(b)(4)(A)(ii) of 
such Act is amended by adding at the end 
the following new subclause: 

"<III> In applying the percentage increase 
in the MEl for physicians' services fur
nished by a participating physician during 
each year after 1986, the Secretary shall 
provide a bonus of 1 percentage point in the 
percentage increase otherwise determined. 
Such a bonus for each year shall apply to 
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physicians' services furnished only during 
the year and not in the calculation of pay
ments for any subsequent year.". 

(C) LIMIT ON ACTUAL CHARGES FOR NONPAR
TICIPATING PHYSICIANS.-

(1) IN GENERAL.-Section 1842(j)(l) of such 
Act is amended-

<A> by inserting "(A)" after "(j)(l)", and 
<B> by adding at the end the following 

new subparagraph: 
"(B) During any period, on or after Janu

ary 1, 1987, during which a physician is a 
nonparticipating physician, the Secretary 
shall monitor each such physician's actual 
charges for physicians' services furnished to 
individuals enrolled under this part. If such 
physician knowingly and willfully bills for 
such services actual charges in excess of the 
charges permitted under subparagraph <C>, 
the Secretary may apply sanctions against 
such physician in accordance with para
graph <2>. 

"(C) For physicians' services furnished by 
a physician to individuals enrolled under 
this part-

"(i) during 1987, in the case of such serv
ices for which the physician-

"(1) has actual charges for the calendar 
quarter beginning on April 1, 1984, the limit 
is the physician's actual charges for such 
services furnished during such quarter in
creased by the sum of the percentage in
crease in the MEl <as defined in subsection 
<b><4><E» for 1987 and 1 percentage point, 
or 

"<II> has no actual charges for such calen
dar quarter, the limit is the 50th percentile 
of the customary charges <weighted by fre
quency of procedure> for the procedure per
formed by nonparticipating physicians in 
the locality during the 12-month period 
ending June 30, 1986, increased by the sum 
of the percentage increase in the MEl for 
1987 and 1 percentage point; and 

"(ii) during a subsequent year, the limit is 
the maximum actual charges permitted 
under this subparagraph for the previous 
year increased by the percentage increase in 
the MEl for that subsequent year.". 

(2) PROVISION OF ACTUAL CHARGE INFORMA
TION BY CARRIER TO NONPARTICIPATING PHYSI
CIANS.-Section 1842(b)(3) of such Act is 
amended-

<A> by striking "and" at the end of sub
paragraph <E>. 

(B) by inserting "and" at the end of sub
paragraph <F>, and 

<C> by inserting after subparagraph <F> 
the following new subparagraph: 

"<G> will provide such information to non
participating physicians as is available to 
enable the physicians to determine the max
imum actual charges permitted under sub
section (j)(l)(C);". 

(3) CONFORMING AMENDMENT.-Section 
1842<b><4><D> is amended by adding at the 
end the following new clause: 

"<iv> In determining the customary 
charges for physicians' services furnished 
on or after January 1, 1988, if a physician 
was a nonparticipating physician in a previ
ous year (beginning with 1987), the Secre
tary shall not recognize any amount of such 
charges for services furnished during such 
previous year that exceeds the limit on 
actual charges imposed under subsection 
(j)(l)(C).". 

(4) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to serv
ices furnished on or after January 1, 1987. 

(d) PROHIBITING RETROACTIVE ADJuSTMENT 
OF MEDICARE EcONOMIC lNDEX.-The Secre
tary of Health and Human Services is not 
authorized ~o revise the economic index re-

ferred to in the fourth sentence of section 
1842(b)(3) of the Social Security Act in a 
manner that provides, for any period before 
January 1, 1985, for the substitution of a 
rental equivalence or rental substitution 
factor for the housing component of the 
consumer price index. 

(e) RESTRICTIONS ON REASONABLE CHARGE 
LIMITATIONS.-

(1) IN GENERAL.-Section 1842<b><8> of the 
Social Security Act <42 U.S.C. 1395u(b)(8)) 
is amended by adding at the end the follow
ing: "In the case of items and services other 
than physicians' services, a carrier shall 
only provide, in the process of calculating 
the prevailing charge for specific items and 
services, for considering charges in specific 
instances in which the charges, in compari
son with the charges for similar items and 
services, are grossly excessive or deficient. 
Nothing in this paragraph or this Act shall 
be construed as authorizing the Secretary, 
through regulations, guidelines, instruc
tions, or otherwise, to require carriers to 
reduce payment amounts under this part 
for specific items and services for which the 
Secretary has made a specific determination 
that the payment amounts or charges are 
excessive.". 

(2) SUBMISSION OF RECOMMENDATIONS TO 
coNGREss.-The Secretary of Health and 
Human Services, after consultation with the 
Physician Payment Review Commission, 
shall submit to CongreSs, by not later than 
April 1, l987, recommendations concerning 
payment reductions under part B of title 
XVIII of the Social Security Act for over
priced items and services. Such recommen
dations shall include the specific payment 
reductions recommended and measures to 
assure that such reductions in payment do 
not result in corresponding increases in out
of-pocket costs to medicare beneficiaries. 

(f) RECRUITING.-
( 1) CARRIER RESPONSIBILITY .-Section 

1842(b)(3) of such Act, as amended by sub
section <c><2>, is further amended-

<A> by striking "and" at the end of sub
paragraph <F>. 

<B> by inserting "and" at the end of sub
paragraph <G>, and 

<C> by inserting after subparagraph <G> 
the following new subparagraph: 

"(H) if it makes determinations or pay
ments with respect to physicians' services, 
will implement-

"(i) programs to recruit and retain physi
cians as participating physicians in the area 
served by the carrier, including educational 
and outreach activities and the use of pro
fessional relations personnel to handle bill
ing and other problems relating to payment 
of claims of participating physicians; and 

"(ii) programs to familiarize beneficiaries 
with the participating physician program 
and to assist such beneficiaries in locating 
participating physicians;". 

(2) MEASURING CARRIER PERFORMANCE.-The 
Secretary of Health and Human Services 
shall provide, in the standards and criteria 
established under section 1842(b)(2) of the 
Social Security Act for contracts under that 
section, a system to measure a carrier's per
formance of the responsibilities described in 
sections 1842(b)(3)(H) and 1842(h) of such 
Act. 

(3) CARRIER BONUSES FOR GOOD PERFORM
ANCE.-Of the amounts appropriated for ad
ministrative activities to carry out part B of 
title XVIII of the Social Security Act, the 
Secretary of Health and Human Services 
shall provide payments, totaling 1 percent 
of the total payments to carriers for claims 
processing in any fiscal year, to carriers 

under section 1842 of such Act, to reward 
such carriers for their success in increasing 
the proportion of physicians in the carrier's 
service area who are participating physi
cians. 

(4) EFFECTIVE DATES.-
(A) CARRIER RESPONSIBILITY.-The amend

ment made by paragraph < 1 > shall be effec
tive for contracts under section 1842 of the 
Social Security Act as of October 1, 1987. 

(B) PERFORMANCE MEASUREs.-The Secre
tary of Health and Human Services shall 
provide for the establishment of the stand
ards and criteria required under paragraph 
(2) by not later than October 1, 1987, which 
shall apply to contracts as of October 1, 
1987. 

(C) CARRIER BONUSES.-From the amounts 
appropriated for each fiscal year <beginning 
with fiscal year 1988), the Secretary of 
Health and Human Services shall first pro
vide for payments of bonuses to carriers 
under paragraph (3) not later than April 1, 
1988, to reflect performance of carriers 
during November 1987. 

(g) DIRECTORIES OF PARTICIPATING PHYSI
CIANS.-

( 1) REQUIRING DISTRIBUTION TO MEDICARE 
BENEFICIARIES.-Section 1842(h)(6) of the 
Social Security Act <42 U.S.C. 1395u(h)(6)) 
is amended-

<A> in the second sentence-
(i) by inserting after "that area" the fol

lowing: "and to each individual enrolled 
under this part and residing in that area", 
and 

<ii> by inserting before the period the fol
lowing: "and that an appropriate number of 
copies of each such directory is sent to hos
pitals located in the area"; and 

<B> by adding at the end the following: 
"Such copies shall be sent free of charge.". 

(2) ORGANIZATION OF DIRECTORIES.-Section 
1842(h)(4) of such Act is amended by adding 
at the end the following: "Each participat
ing physician directory for an area shall 
provide an alphabetical listing of all partici
pating physicians practicing in the area and 
an alphabetical listing by locality and spe
cialty of such physicians.". 

(3) PERIOD FOR PHYSICIAN ENROLLMENT.
Section 1842(h)(l) of such Act is amended 
by striking "the beginning of any year be
ginning with 1984" and inserting "during 
the month of November before a year". 

( 4) EFFECTIVE DATES.-
(A) DISTRIBUTION AND ORGANIZATION.-The 

amendment made by-
(i) paragraph <1 ><A><D shall first apply to 

directories for 1988, 
(ii) paragraph (l)(A)(ii) shall first apply to 

directories for 1987, and 
<iii> paragraph <l><B> takes effect on the 

date of the enactment of this Act. 
(B) ENROLLMENT PERIOD.-The amendment 

made by paragraph <3> shall apply to par
ticipation agreements entered into for 1988 
and subsequent years. 

(h) PROHIBITING UNASSIGNED BILLING OF 
SERVICES DETERJIINED TO BE MEDICALLY UN
NECESSARY BY A CARRIER.-

(1) IN GENERAL.-Section 1842 of the Social 
Security Act is further amended by adding 
at the end the following new subsection: 

"O><l><A> Subject to subparagraph <C>, 
if-

"(i) a nonparticipating physician furnishes 
services to an individual enrolled for bene
fits under this part, 

"(ii) payment for such services is not ac
cepted on an assignment-related basis, 

"(iii) a carrier determines under this part 
or a peer review organization determines 
under part B of title XI that payment may 



September 24, 1986 CONGRESSIONAL RECORD-HOUSE 25991 
not be made by reason of section 1862<a><l>. 
and 

"<iv> the physician has collected any 
amounts for such services, 
the physician shall refund on a timely basis 
to the individual <and shall be liable to the 
individual for> any amounts so collected. 

" <B> A refund under subparagraph <A> is 
considered to be on a timely basis only if-

"(i) in the case of a physician who does 
not request reconsideration or seek appeal 
on a timely basis, the refund is made within 
30 days after the date the physician receives 
a denial notice under paragraph <2>, or 

"(ii) in the case in which such a reconsid
eration or appeal is taken, the refund is 
made within 15 days after the date the phy
sician receives notice of an adverse determi
nation on reconsideration or appeal. 

"<C> Subparagraph <A> shall not apply to 
the furnishing of a service by a physician to 
an individual if-

"(i) the physician did not know and could 
not reasonably have been expected to know 
that payment may not be made for the serv
ice by reason of section 1862<a><l >. or 

"(ii) before the service was provided, the 
individual was informed that payment 
under this part may not be made for the 
specific service and the individual has 
agreed to pay for that service. 

"(2) Each carrier with a contract in effect 
under this section with respect to physicians 
and each peer review organization with a 
contract under part B of title XI shall send 
any notice of denial of payment for physi
cians' services based on section 1862<a><l> 
and for which payment is not requested on 
an assignment-related basis to the physician 
and the individual involved. 

"(3) If a physician knowingly and willfully 
fails to make refunds in violation of para
graph < 1 ><A>. the Secretary may apply sanc
tions against such physician in accordance 
with subsection (j)(2).". 

(2) CONFORMING AMENDMENT.-Section 
1842(j)(2) of such Act is amended by insert
ing "or <I>" after "(k)". 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to serv
ices furnished on or after October 1, 1987. 

(i) MAINTENANCE AND USE OF PARTICIPATING 
PHYSICIAN DIRECTORIES BY HOSPITALS.-

(1) REQUIREMENT OF PARTICIPATION.-Sec
tion 1866<a> of the Social Security Act, as 
amended by sections 10207<e><6><A> and 
10205(b)(l) of this subtitle, is further 
amended-

< A> by striking "and" at the end of sub
paragraph <K>. 

<B> by striking the period at the end of 
subparagraph <L> and inserting ", and", and 

<C> by inserting after subparagraph <L> 
the following new subparagraph: 

"<M> in the case of hospitals-
"(i) to make available to its patients the 

directory or directories of participating phy
sicians (published under section 1842(h)(4)) 
for the area served by the hospital, and 

"<ii> if hospital personnel <including staff 
of any emergency or outpatient depart
ment> refer a patient to a nonparticipating 
physician for further medical care on an 
outpatient basis, the personnel must inform 
the patient that the physician is a nonparti
cipating physician and, whenever practica
ble, must identify at least one qualified par
ticipating physician who is listed in such a 
directory and from whom the patient may 
receive the necessary services.". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph <1 > shall apply to agree
ments under section 1866<a> of the Social 
Security Act as of October 1, 1987. 

(j) SUBMISSION AND DISCLOSURE OF INFOR
MATION OF UNASSIGNED CI.Anls FOR PHYSI
CIANS SERVICES.-

(1) SUBMISSION OF CLAIMS.-Section 1842 
of the Social Security Act, as amended by 
subsection <h><1>, is further amended by 
adding at the end the following new subsec
tion: 

"<m><l> In the case of a nonparticipating 
physician who-

"(A) performs an elective surgical proce
dure for an individual enrolled for benefits 
under this part and for which the physi
cian's actual charge is at least $500, and 

"<B> does not accept payment for such 
procedure on an assignment-related basis, 
the physician must disclose to the individ
ual, in writing and in a form approved by 
the Secretary, the physician's estimated 
actual charge for the procedure, the esti
mated approved charge under this part for 
the procedure, and the excess of the physi
cian's actual charge over the approved 
charge. 

"(2) A physician who fails to make a dis
closure required under paragraph < 1> with 
respect to a procedure shall refund on a 
timely basis to the individual <and shall be 
liable to the individual for> any amounts 
collected for the procedure in excess of the 
charges recognized and approved under this 
part. 

" (3) If a physician knowingly and willfully 
fails to comply with paragraph (2), the Sec
retary may apply sanctions against such 
physician in accordance with subsection 
(j)(2). 

"(4) The Secretary shall provide for such 
monitoring of requests for payment for phy
sicians' services to which paragraph < 1> ap
plies as is necessary to assure compliance 
with paragraph <2>." . · 

(2) CONFORMING AMENDMENT.-Section 
1842(j)(2) of such Act, as amended by sub
section <h><2> of this section, is amended by 
striking "or <I>" and inserting ", <I>, or (m)' '. 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to surgi
cal procedures performed on or after Octo
ber 1, 1987. 
SEC. 10233. PAYMENT RATES FOR RENAL SERVICES 

AND IMPROVEMENTS IN ADMINISTRA· 
TION OF END STAGE RENAL DISEASE 
NETWORKS AND PROGRAM. 

(a) COMPOSITE RATES FOR DIALYSIS TREAT
MENT.-

<1) IN GENERAL.-The Secretary of Health 
and Human Services may provide for an ad
justment of the composite rates· established 
under section 188l<b><7> of the Social Secu
rity Act, but only if the base rate for rou
tine dialysis treatment in a free-standing fa
cility is not less than $117.50, and only if 
the base rate for routine dialysis treatment 
in a hospital-based facility is not less than 
$121.50. 

(2) ASSURING PROMPT CONSIDERATION OF EX
CEPTION REQUESTS.-Section 1881(b)(7) of the 
Social Security Act (42 U.S.C. 1395rr(b)(7)) 
is amended by inserting after the third sen
tence the following new sentence: "Each ap
plication for such an exception for a sole fa
cility located in an isolated, rural area shall 
be deemed to be approved as of the date of 
its filing unless the Secretary disapproves it 
by not later than 45 working days after the 
date the application is filed.". 

(3) EFFECTIVE DATE.-(A) Paragraph (1) 
shall apply to dialysis treatment furnished 
on or after October 1, 1986. 

<B> The amendment made by paragraph 
(2) shall apply to applications filed on or 
after October 1, 1986. 

(b) PAYMENT FOR PHYSICIANS' SERVICES.
In establishing the payment rates, under 

section 1881<b)(3)(B) of the Social Security 
Act, for physicians' services furnished on or 
after August 1, 1986, to individuals deter
mined to have end stage renal disease, the 
Secretary of Health and Human Services 
shall provide for an adjustment in the 
home/facility physician treatment capabil
ity ratio <used in establishing such payment 
rates> to 3.9 to 1 in order to reduce by $14.81 
the current average monthly capitation rate 
for physicians' services to outpatient main
tenance dialysis patients <based on a weight
ed average by State ESRD population>. 

(C) REPORT ON PAYMENT RATES.-
( 1 > IN GENERAL.-The Secretary of Health 

and Human Services shall provide for-
<A> a study to evaluate the effects of re

ductions in the rates of payment for facility 
and physicians' services under the medicare 
program for patients with end stage renal 
disease on their access to care or on the 
quality of care, and 

<B> a report to Congress on the results of 
the study by not later than January 1, 1988. 

(2) ARRANGEMENTS WITH INSTITUTE OF MED
ICINE.-The Secretary shall request the Na
tional Academy of Sciences, acting through 
appropriate units, to submit an application 
to conduct the study described in paragraph 
<1 ). If the Academy submits an acceptable 
application, the Secretary shall enter into 
an appropriate arrangement with the Acad
emy for the conduct of the study. If the 
Academy does not submit an acceptable ap
plication to conduct the study, the Secre
tary may request one or more appropriate 
nonprofit private entities to submit an ap
plication to conduct the study and may 
enter into an appropriate arrangement for 
the conduct of the study by the entity 
which submits the best acceptable applica
tion. 

(d) REORGANIZATION OF ESRD NETWORK 
AREAS AND ORGANIZATIONS.-

( 1 > IN GENERAL.-Subparagraph <A> of sub
section <c><l> of section 1881 of the Social 
Security Act (42 U.S.C. 1395rr> is amended 
to read as follows: 

" (A)(i) For the purpose of assuring effec
tive and efficient administration of the ben
efits provided under this section, the Secre
tary shall, in accordance with such criteria 
as he finds necessary to assure the perform
ance of the responsibilities and functions 
specified in paragraph <2>-

"<D establish at least 17 end stage renal 
disease network areas, and 

"<II> for each such area, designate a net
work administrative organization which, in 
accordance with regulations of the Secre
tary, shall establish <aa> a network council 
of renal dialysis and transplant facilities lo
cated in the area and <bb> a medical review 
board, which has a membership including at 
least one patient representative and physi
cians, nurses, and social workers engaged in 
treatment relating to end stage renal dis
ease. 
The Secretary shall publish in the Federal 
Register a description of the geographic 
area that he determines, after consultation 
with appropriate professional and patient 
organizations, constitutes each network area 
and the criteria on the basis of which such 
determination is made. 

" (ii)(l) In order to determine whether the 
Secretary should enter into, continue, or 
terminate an agreement with a network ad
ministrative organization designated for an 
area established under clause (i), the Secre
tary shall develop and publish in the Feder
al Register standards, criteria, and proce
dures to evaluate an applicant organiza
tion's capabilities to perform (and, in the 
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case of an organization with which such an 
agreement is in effect, actual performance 
of> the responsibilities described in para
graph <2>. 

"<II> An agreement with a network admin
istrative organization may be terminated by 
the Secretary only if he finds, after apply
ing such standards and criteria, that the or
ganization has failed to perform its pre
scribed responsibilities effectively and effi
ciently. If such an agreement is to be termi
nated, the Secretary shall select a successor 
to the agreement on the basis of competi
tive bidding and in a manner that provides 
an orderly transition." . 

(2) DEADLINE FOR ESTABLISHING NEW 
AREAS.-The Secretary of Health and 
Human Services shall establish end stage 
renal disease network areas, pursuant to the 
amendment made by paragraph < 1 >. not 

' later than January 1, 1987. 
(3) SPECIAL TREATMENT OF EXISTING NET

WORK ORGANIZATIONS.-ln first designating 
network administrative organizations for 
areas so established, the Secretary shall des
ignate the network organization <or a volun
tary combination of such organizations> in 
operation on the date of the enactment of 
this Act as the network administrative orga
nization, unless the Secretary determines 
that such organizations do not meet mini
mal standards and criteria established under 
section 1881<c><l ><A><ii> of the Social Securi
ty Act <as amended by paragraph <1 ». 

(e) PATIENT REPRESENTATION ON COUNCILS 
AND MEDICAL REVIEW BOARDS.-Subpara
graph <B> of subsection <c><l> of section 
1881 of the Social Security Act is amended 
to read as follows: 

"(B) At least one patient representative 
shall serve as a member of each network 
council and each medical review board." . 

(f) RESPONSIBILITIES OF NETWORK 0RGANI
ZATIONS.-8ubsection <c><2> of section 1881 
of such Act is amended-

(1) in subparagraph <A>, by inserting 
before the semicolon the following: "and 
the participation of patients, providers of 
services, and renal disease facilities in voca
tional rehabilitation programs"; 

(2) in subparagraph (B), by inserting 
before the first semicolon the following: 
"and with respect to working with patients, 
facilities, and providers in encouraging par
ticipation in vocational rehabilitation pro-
grams"; . . 

(3) in subparagraph <D>. by msertmg 
before the semicolon the following: "and re
porting to the Secretary on facilities and 
providers that are not providing appropriate 
medical care"; 

<4> in subparagraph <E>. by inserting "and 
encouraging participation in vocational re
habilitation programs" after "self-care set
tings and transplantation"; and 

(5) by redesignating subparagraphs <D> 
and <E> as subparagraphs <G> and <H>. re
spectively, and inserting after subparagraph 
<C> the following new subparagraphs: 

" <D> implementing a procedure for evalu
ating and resolving patient grievances; 

"<E> conducting on-site reviews of facili
ties and providers as necessary <as deter
mined by a medical review board or the Sec
retary> utilizing standards of care estab
lished by the network organization to assure 
proper medical care; . 

"<F> collecting, validating, and analyzmg 
such data as are necessary to prepare the re
ports required by subparagraph <H> . and 
subsection (g) and to assure the mamte
nance of the registry established under 
paragraph <7>;". 

(g) FACILITY COOPERATION WITH N~
WOR.KS.-The first sentence of subsectiOn 

(c)(3) of section 1881 of such Act is amended 
by inserting "or to follow the recommenda
tions of the medical review board" after 
"consistently failed to cooperate with net
work plans and goals". 

(h) INTENT OF CONGRESS RESPECTING MAXI
MUM USE OF VOCATIONAL REHABILITATION 
SERvicEs.-The first sentence of subsection 
<c><6> of section 1881 of such Act is amended 
by inserting before the period the following: 
"and that the maximum practical number 
of patients who are suitable candidates for 
vocational rehabilitation services be given 
access to such services and encouraged to 
return to gainful employment". 

(i) NATIONAL END STAGE RENAL DISEASE 
REGISTRY.-

(!) ESTABLISHMENT OF REGISTRY.-Subsec
tion <c> of section 1881 of such Act is fur
ther amended by adding at the end the fol
lowing new paragraph: 

" (7) The Secretary shall establish a na
tional end stage renal disease registry the 
purpose of which shall be to assemble and 
analyze the data reported by network orga
nizations, transplant centers, and other 
sources on all end stage renal disease pa
tients in a manner that will permit-

"<A> the preparation of the annual report 
to the Congress required under subsection 
(g); 

" (B) an identification of the economic 
impact, cost-effectiveness, and medical effi
cacy of alternative modalities of treatment; 

" (C) an evaluation with respect to the 
most appropriate allocation of resources for 
the treatment and research into the cause 
of end stage renal disease; 

"(D) the determination of patient mortali
ty and morbidity rates, and trends in such 
rates, and other indices of quality of care; 
and 

"<E> such other analyses relating to the 
treatment and management of end stage 
renal disease as will assist the Congress in 
evaluating the end stage renal disease pro
gram under this section. 
The Secretary shall provide for such coordi
nation of data collection activities, and such 
consolidation of existing end stage renal dis
ease data systems, as is necessary to achieve 
the purpose of such registry, shall deter
mine the appropriate location of the regis
try, and shall provide for the appointment 
of a professional advisory group to assist 
the Secretary in the formulation of policies 
and procedures relevant to the management 
of such registry.". 

<2> REPORT.-The Secretary of Health and 
Human Services shall submit to the Con
gress, no later than January 1, 1987, a full 
report on the progress made in establishing 
the national end stage renal disease registry 
under the amendment made by paragraph 
( 1) and shall establish such registry by not 
later than January 1, 1988. 

(j) FuNDING OF ESRD NETWORK ORGANIZA
TIONS.-

(1) IN GENERAL.-Subsection <b><7> of sec
tion 1881 of the Social Security Act is 
amended by adding at the end the following 
new sentence: "The Secretary shall reduce 
the amount of each composite rate payment 
under this paragraph for each treatment by 
50 cents <subject to such adjustments as 
may be required to reflect modes of dialysis 
other than hemodialysis) and provide for 
payment of such amount to the network ad
ministrative organization (designated under 
subsection <c>O><A> for the network area in 
which the treatment is provided> for its nec
essary and proper administrative costs in
curred in carrying out its responsibilities 
under subsection (c)(2).". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph ( 1) shall apply to treat
ment furnished on or after January 1, 1987. 

(k) PROTOCOLS ON REUSE OF DIALYSIS FIL
TERS AND OTHER DIALYSIS SUPPLIES.-

( 1) ESTABLISHMENT OF PROTOCOLS.-Para
graph <7> of subsection (f) of section 1881 of 
the Social Security Act is amended to read 
as follows: 

"<7><A> The Secretary shall establish pro
tocols on standards and conditions for the 
reuse of dialyzer filters for those facilities 
and providers which voluntarily elect to 
reuse such filters. 

"<B> The Secretary shall study and review 
the appropriateness of establishing proto
cols on standards and conditions for the 
reuse <where appropriate> of other dialysis 
supplies <such as blood lines, transducer fil
ters, and dialyzer caps). If the Secretary de
termines that the establishment of such a 
protocol with respect to any such dialysis 
supplies is appropriate, the Secretary may 
establish such a protocol. 

"(C) The Secretary shall incorporate pro
tocols established under this paragraph into 
the requirements for facilities prescribed 
under subsection <b>O><A> and failure to 
follow such a protocol subjects such a facili
ty to denial of participation in the program 
established under this section and to denial 
of payment for dialysis treatment not fur
nished in compliance with such a protocol.". 

(2) DEADLINE AND REPORT.-The Secretary 
of Health and Human Services-

<A> shall establish the protocols described 
in section 1881<f><7><A> of the Social Securi
ty Act by not later than January 1, 1988, 
and 

(B) shall report to the Congress, not later 
than January 1, 1988, on the study and 
review conducted under section 
1881(f)(7)(B) of such Act. 

(l) EFFECTIVE DATE FOR CERTAIN AMEND
MENTS.-The amendments made by subsec
tions <e>, <f>, and (g) shall apply to network 
administrative organizations designated for 
network areas established under the amend
ment made by subsection (d)(l). 
SEC. 10234. TECHNICAL AMENDMENTS AND MISCEL

LANEOUS PROVISIONS RELATING TO 
PART B. 

(a) ADDITIONAL MEMBERS FOR PHYSICIAN 
PAYMENT REVIEW COMMISSION.-

(1) 2 ADDITIONAL MEMBERS.-Section 
1845(a)(2) of the Social Security Act (42 
U.S.C. 1395w-l(a)(2)) is amended by striking 
"11 individuals" and inserting "13 individ
uals". 

(2) APPOINTMENT OF ADDITIONAL MEMBERS.
The Director of the Congressional Office of 
Technology Assessment shall appoint the 
two additional members of the Physician 
Payment Review Commission, as required 
by the amendment made by paragraph < 1 ), 
no later than 60 days after the date of the 
enactment of this Act, for terms of 3 years, 
except that the Director may provide ini
tially for such terms as will insure that <on 
a continuing basis> the terms of no more 
than five members expire in any one year. 

(b) EFFECTIVE DATE OF VOLUNTARY DISEN
ROLLMENT FROM MEDICARE.-

(1) IN GENERAL.-The second and sixth sen
tences of section 1838<b> of the Social Secu
rity Act <42 U.S.C. 1395p(b)) are each 
amended by striking "following the calendar 
quarter". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph <1 > shall apply to no
tices filed on or after October 1, 1986. 

(C) STUDY ON PROSPECTIVE PAYMENT OF RA
DIOLOGY, ANESTHESIA, AND PATHOLOGY SERV
ICES TO HOSPITAL INPATIENTS.-The Secre-
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tary of Health and Human Services shall 
study and report to the Committee on Ways 
and Means of the House of Representatives, 
by April 1, 1987, concerning the design and 
implementation of a prospective payment 
system for payment, under part B of title 
XVIII of the Social Security Act, for radiol
ogy, anesthesia, and pathology services fur
nished to hospital inpatients. Such report 
shall include data, from a representative 
sample, showing, for discharges classified 
within each diagnosis-related group, the dis
tribution of total reasonable charges and 
costs for each inpatient discharge for such 
services. 

PART 4-IMPROVED REVIEW OF QUALITY 
BY PEER REVIEW ORGANIZATIONS 

SEC. 10241. IMPROVED REVIEW OF QUALITY BY 
PEER REVIEW ORGANIZATIONS. 

<a> PRO REVIEW oF HosPITAL DENIAL No
TICEs.-

(1) IN GENERAL.-Section 1154 of the Social 
Security Act <42 U.S.C. 1320c-3) is amended 
by adding at the end the following new sub
section: 

" (d)(l) If-
" (A) a hospital has determined that a pa

tient no longer requires inpatient hospital 
care, and 

"<B> the attending physician has agreed 
with the hospital's determination, 
the hospital may provide the patient <or the 
patient's representative) with a notice 
<meeting conditions prescribed by the Secre
tary under section 1879) of the determina
tion. 

" (2) If-
" (A) a hospital has determined that a pa

tient no longer requires inpatient hospital 
care, but 

"(B) the attending physician has not 
agreed with the hospital's determination, 
the hospital may request the appropriate 
peer review organization to review under 
subsection (a) the validity of the hospital's 
determination. 

"(3)(A) If a patient <or a patient's repre
sentative)-

"(i) has received a notice under paragraph 
<1>. and 

" (ii) requests the appropriate peer review 
organization to review the determination, 
then, the organization shall conduct a 
review under subsection <a> of the validity 
of the hospital's determination and shall 
provide notice <by telephone and in writing) 
to the patient or representative. and the hos
pital and attending physician involved of 
the results of the review. Such review shall 
be conducted regardless of whether or not 
the hospital will charge for continued hospi
tal care or whether or not the patient will 
be liable for payment for such continued 
care. 

"(B) If a patient <or a patient's represent
ative> requests a review under subparagraph 
<A> while the patient is still an inpatient in 
the hospital and not later than noon of the 
first working day after the date the patient 
receives the notice under paragraph <1>. 
then-

"(i) the hospital shall provide to the ap
propriate peer review organization the 
records required to review the determina
tion by the close of business of such first 
working day, and 

"(ii) the peer review organization must 
provide the notice under subparagraph <A> 
by not later than one full working day after 
the date the organization has received the 
request and such records. 

"(4) If-
"(A) a request is made under paragraph 

<3><A> not later than noon of the first work-

ing day after the date the patient <or pa
tient's representative> receives the notice 
under paragraph <1>. and 

"(B) the conditions described in section 
1879<a><2> with respect to the patient or 
representative are met, 
the hospital may not charge the patient for 
inpatient hospital services furnished before 
noon of the day after the date the patient 
or representative receives notice of the peer 
review organization's decision. 

"(5) In any review conducted under para
graph (2) or (3), the organization shall solic
it the views of the patient involved <or the 
patient's representative>." 

(2) EFFECTIVE DATE.-(A) Except as provid
ed in subparagraph <B>, the amendment 
made by paragraph < 1) shall apply to denial 
notices furnished by hospitals to individuals 
on or after the first day of the first month 
that begins more than 30 days after the 
date of the enactment of this Act. 

<B> Section 1154(d)(4) of the Social Secu
rity Act <as added by the amendment made 
by paragraph <1)) shall take effect on the 
date of the enactment of this Act. 

(b) PRO REVIEW OF INPATIENT HOSPITAL 
SERVICES AND EARLY READMISSION CASES.-

(1) TIMELY PROVISION OF HOSPITAL INFOR
MATION.-Section 1153 of such Act <42 U.S.C. 
1320c-2) is amended by adding at the end 
the following new subsection: 

"(g) The Secretary shall provide that peer 
review organizations receive each month, on 
a timely basis, either directly from hospitals 
or through fiscal intermediaries data neces
sary to initiate the review process under sec
tion 1154<a> on a timely basis." 

(2) REQUIRING REVIEW OF EARLY READMIS
SION CASES.-Section 1154(a) of SUCh Act (42 
U.S.C. 1320c-3(a)), as amended by section 
940Ha> of the Consolidated Omnibus 
Budget Reconciliation Act of 1985, is 
amended by adding at the end the following 
new paragraph: 

" (13) Notwithstanding paragraph (4), the 
organization shall perform the review de
scribed in paragraph <1 > with respect to 
early readmission cases to determine if the 
previous inpatient hospital services and the 
post-hospital services meet professionally 
recognized standards of health care. Such 
reviews may be performed on a sample basis 
if the organization and the Secretary deter
mine it to be appropriate. In this paragraph, 
an 'early readmission case' is a case in which 
an individual, after discharge from a hospi
tal, is readmitted to a hospital less than 31 
days after the date of the most recent previ
ous discharge." 

(3) EFFECTIVE DATES.-(A) The Secretary Of 
Health and Human Services shall imple
ment the amendment made by paragraph 
< 1) not later than 6 months after the date of 
the enactment of this Act. 

<B> The amendment made by paragraph 
<2> shall apply to contracts entered into or 
renewed on or after January 1, 1987. 

(C) REQUIRING PRO REVIEW OF QUALITY OF 
CARE.-

( 1) ALLOCATION OF FUNDS FOR QUALITY CARE 
REVIEW.-Section 1154<a><4> of such Act (42 
U.S.C. 1320c-3<a><4» is amended by adding 
at the end the following: "Each peer review 
organization shall provide that a reasonable 
proportion of its activities are involved with 
reviewing, under paragraph <l><B>. the qual
ity of services and that a reasonable alloca
tion of such activities relating to quality of 
services is made among the different cases 
and settings <including inpatient hospital 
care, post-acute-care settings, ambulatory 
settings, health maintenance organizations, 
and competitive medical plans>. In establish-

ing such allocation, the organization shall 
consider (i) whether there is reason to be
lieve that there is a particular need for re
views of particular cases or settings because 
of previous problems regarding quality of 
care, <ii> the cost of such reviews and the 
likely yield of such reviews in terms of 
number and seriousness of quality of care 
problems likely to be discovered as a result 
of such reviews, and <iii> the availability and 
adequacy of alternative quality review and 
assurance mechanisms.". 

(2) REQUIRING REVIEW OF HEALTH MAINTE
NANCE ORGANIZATIONS AND COMPETITIVE MEDI
CAL PLANs.-Such section is further amend
ed-

<A> by inserting "<A>" after "(4)", 
<B> by adding at the end the following 

new subparagraph: 
"(B) The contract of each organization 

shall provide for the review of services <in
cluding both inpatient and outpatient serv
ices> provided by eligible organizations pur
suant to a contract under section 1876 for 
the purpose of determining whether the 
quality of such services meets professionally 
recognized standards of health care, includ
ing whether appropriate health care serv
ices have not been provided or have been 
provided in inappropriate settings.", and 

<C> by adding at the end of such subpara
graph the following: "Under the contract 
the level of effort expended by the organi
zation on reviews under this subparagraph 
shall be equivalent, on a per enrollee basis, 
to the level of effort expended by the orga
nization on utilization and quality reviews 
performed with respect to individuals not 
enrolled with an eligible organization.". 

(3) IDENTIFICATION OF METHODS FOR IDENTI
FYING CASES OF SUBSTANDARD CARE.-Section 
1154 of such Act <42 U.S.C. 1320c-3), as 
amended by subsection <a><l>. is amended by 
adding at the end the following new subsec
tion: 

"(e) The Secretary, in consultation with 
appropriate experts, shall identify methods 
that would be available to assist peer review 
organizations <under subsection <a><4» in 
identifying those cases which are more 
likely than others to be associated with a 
quality of services which does not meet pro
fessionally recognized standards of health 
care." 

(4) EFFECTIVE DATES.-(A) The amend
ments made by paragraphs <1) and (2)(B) 
shall apply to contracts as of January 1, 
1987. 

<B> The amendment made by paragraph 
<2><C> shall apply to review activities con
ducted by organizations on or after January 
1, 1988. 

<C> The amendment made by the para
graph (3) becomes effective on the date of 
the enactment of this Act. 

(d) REQUIRING CONSUMER REPRESENTATIVE 
ON PEER REVIEW BOARDS.-

(1) IN GENERAL.-Section 1152 of such Act 
<42 U.S.C. 1320c-1> is amended-

<A> by striking "and" at the end of para
graph (1), 

<B> by striking the period at the end of 
paragraph (2) and inserting "; and", and 

<C> by adding at the end the following 
new paragraph: 

"(3) has at least one individual who is a 
representative of consumers on its board of 
directors." 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph <1> shall apply to con
tracts entered into or renewed on or after 
January 1, 1987. 

(e) IMPROVING PEER REVIEW RESPONSIVE
NESS TO BENEFICIARY COMPLAINTS.-
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(1) APPROPRIATE REVIEW OF"CO:MPLAINTS RE· 

QUIRED.-Section 1154<a> of such Act <42 
U.S.C. 1320c-3<a». as amended by subsec
tion <b><2>. is further amended by adding at 
the end the following new paragraph: 

"<14> The organization shall conduct an 
appropriate review of all written complaints 
about the quality of services <for which pay
ment may otherwise be made under title 
XVIII> not meeting professionally recog
nized standards of health care, if the com
plaint is filed with the organization by an 
individual entitled to benefits for such serv
ices under such title <or a person acting on 
the individual's behalf). The organization 
shall inform the individual <or representa
tive> of the organization's conclusions re
specting the complaint and final disposition 
of the complaint. Before the organization 
concludes that the quality of services does 
not meet professionally recognized stand
ards of health care, the organization must 
provide the practitioner or person con
cerned with reasonable notice and opportu
nity for discussion.". 

<2> EFFECTIVE DATE.-The amendment 
made by paragraph <1> shall apply to com
plaints received on or after the first day of 
the first month that begins more than 9 
months after the date of the enactment of 
this Act. · 

(f) SHARING OF INFORMATION BY PEER 
REVIEW ORGANIZATIONS.-

(1) IN GENERAL.-Section 1160<b><l> of such 
Act (42 U.S.C. 1320c-9<b><l» is amended

<A> by striking "and" at the end of sub
paragraph <B>, 

<B> by amending subparagraph <C> to read 
as follows: 

"<C> to assist appropriate State agencies 
recognized by the Secretary as having re
sponsibility for licensing or certification of 
providers or practitioners or to assist na
tional accreditation bodies acting pursuant 
to section 1865 in accrediting providers for 
purposes of meeting the conditions de
scribed in title XVIII, which data and infor
mation shall be provided by the peer review 
organization to any such agency or body at 
the request of such agency or body relating 
to a specific case or to a possible pattern of 
substandard care, but only to the extent 
that such data and information are required 
by the agency or body to carry out its re
spective function which is within the juris
diction of the agency or body under State 
law or under section 1865; and"; and 

<C> by inserting after subparagraph <C> 
the following new subparagraph: 

"<D> to assist State ombudsmen and State 
protection and advocacy officials who the 
Secretary identifies as having responsibility 
for assuring the quality of care furnished by 
providers or practitioners, which data and 
information shall be provided by the peer 
review orgaillzation to any such ombudsman 
or official upon request relating to a specific 
provider or practitioner, but only to the 
extent that such data and information are 
related to the quality of care furnished by a 
provider or practitioner and only if the peer 
review organization determines that the 
data and information may reflect a failure 
in a substantial number of cases or a gross 
and flagrant failure in one or more in
stances to provide services of a quality 
which meets professionally recognized 
standards of health care, and that the data 
and information are needed by the ombuds
man or official in carrying out official 
duties;". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph < 1 > shall apply to re
quests for data and information made on 

and after the end of the 6-month period be
ginning on the date of the enactment of this 
Act. 

(g) FiTNDING OF ADDITIONAL PRO ACTIVI· 
TIES.-

( 1) THROUGH AGREEMENTS WITH HOSPITALS, 
SKILLED NURSING FACILITIES, AND HOME 
HEALTH AGENCIES.-Section 1866(a) of SUCh 
Act <42 U.S.C. 1395cc<a» is amended-

<A> in paragraph < 1 ><F>-
(i) by redesignating clauses (i), <ii), and 

<iii>. as subclauses <I>. <II>, and <III>. respec
tively, 

(ii) by inserting "(i)" after "<F>", and 
<iii> by adding at the end the following 

new clause: 
"(ii) in the case of hospitals, skilled nurs

ing facilities, and home health agencies, to 
maintain an agreement with a utilization 
and quality control peer review organization 
<which has a contract with the Secretary 
under part B of title XI for the area in 
which the hospital, facility, or agency is lo
cated> to perform the functions described in 
paragraph <4><A>:": and 

(B) by adding at the end the following 
new paragraph: 

" <4><A> Under the agreement required 
under paragraph < 1 ><F><ii>, the peer review 
organization must perform functions <other 
than those covered under an agreement 
under paragraph <l><F><D> under the third 
sentence of section 1154<a><4><A> and under 
section 1154<a><l4> with respect to services, 
furnished by the hospital, facility, or agency 
involved, for which payment may be made 
under this title. 

"<B> For purposes of payment under this 
title, the cost of such an agreement to the 
hospital, facility, or agency shall be consid
ered a cost incurred by such hospital, facili
ty, or agency in providing covered services 
under thiS title and shall be paid directly by 
the Secretary to the peer review organiza
tion on behalf of such hospital, facility, or 
agency in accordance with a schedule estab
lished by the Secretary. 

"<C> Such payments-
"(i) shall be transferred in appropriate 

proportions from the Federal Hospital In
surance Trust Fund and from the Federal 
Supplementary Medical Insurance Trust 
Fund, without regard to amounts appropri
ated in advance in appropriation Acts, in 
the same manner as transfers are made for 
payment for services provided directly to 
beneficiaries, and 

"(ii) shall not be less in the aggregate for 
hospitals, facilities, and agencies for a fiscal 
year than the amounts the Secretary deter
mines to be sufficient to cover the costs of 
such organizations' conducting the activities 
described in subparagraph <A> with respect 
to such hospitals, facilities, or agencies 
under part B of title XI.". 

(2) THROUGH AGREEMENTS WITH HEALTH 
MAINTENANCE ORGANIZATIONS AND COMPETI
TIVE MEDICAL PLANS.-Section 1876(i) Of SUCh 
Act (42 U.S.C. 1395mm(i)), as amended by 
section 10222(£> of this subtitle, is amended 
by adding at the end the following new 
paragraph: 

"(7)<A> Each risk-sharing contract with an 
eligible organization under this section shall 
provide that the organization will maintain 
an agreement with a utilization and quality 
control peer review organization <which has 
a contract with the Secretary under part B 
of title XI for the area in which the eligible 
organization is located) under which the 
peer review organization will perform func
tions under section 1154<a><4><B> and sec
tion 1154<a><14> <other than those per
formed under contracts described in section 

1866<a><l><F» with respect to services, fur
nished by the eligible organization, for 
which payment may be made under this 
title. 

"<B> For purposes of payment under this 
title, the cost of such agreement to the eligi
ble organization shall be considered a cost 
incurred by a provider of services in provid
ing covered services under this title and 
shall be paid directly by the Secretary to 
the peer review organization on behalf of 
such eligible organization in accordance 
with a schedule established by the Secre
tary. 

"<C> Such payments-
"(i) shall be transferred in appropriate 

proportions from the Federal Hospital In
surance Trust Fund and from the Supple
mentary Medical Insurance Trust Fund, 
without regard to amounts appropriated in 
advance in appropriation Acts, in the same 
manner as transfers are made for payment 
for services provided directly to benefici
aries, and 

"(ii) shall not be less in the aggregate for 
such organizations for a fiscal year than the 
amounts the Secretary determines to be suf
ficient to cover the costs of such organiza
tions' conducting activities described in sub
paragraph <A> with respect to such eligible 
organizations under part B of title XI.". 

(3) EFFECTIVE DATE.-
(A) HOSPITALS, SKILLED NURSING FACILITIES, 

AND HOME HEALTH AGENCIES.-The amend
ments made by paragraph <1> shall apply to 
provider agreements as of October 1, 1987. 

(B) HMOS AND CMPS.-The amendment 
made by paragraph (2) shall apply to risk
sharing contracts with eligible organiza
tions, under section 1876 of the Social Secu
rity Act, as of January 1, 1987. 

PART 5-ASSURING ACCESS TO HEALTH 
CARE 

SEC. 10251. INCENTIVES FOR THE ESTABLISHMENT 
OF STATE HEALTH INSURANCE 
POOLS. 

(a) GENERAL RULE.-Chapter 41 of the In
ternal Revenue Code of 1954 is amended by 
adding at the end thereof the following new 
subchapter: 

"Subchapter B-Large Employers Not Members 
of Qualified State Health Insurance Pools 

"Sec. 4912. Tax on wages of large employers 
not members of qualified State 
health insurance pools. 

"SEC. 4912. TAX ON WAGES OF LARGE EMPLOYERS 
NOT MEMBERS OF QUALIFIED STATE 
HEALTH INSURANCE POOLS. 

"(a) TAX IMPosED.-In the case of a large 
employer which-

"(1) employs any individual to perform 
services in a State that has established a 
qualified health insurance pool, and 

"<2> is not a participating member of that 
pool in a taxable year at any time at which 
such services are performed, 
there is hereby imposed a tax equal to 5 per
cent of the wages paid by the employer 
during the taxable year for services per
formed in the State by its employees. 

"(b) LARGE EMPLOYER.-For purposes of 
this section-

"(!) IN GENERAL.-Except as provided in 
paragraph <2>, the term 'large employer' 
means an employer who, on each of some 20 
days during the taxable year or the preced
ing taxable year, each day being in a differ
ent calendar week, employed for some por
tion of the day <whether or not at the same 
moment of time> 20 or more individuals. 

"(2) EXCEPTION FOR GOVERNMENTAL UNITS.
The term 'large employer' shall not include 
the United States, any State or political 
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subdivision thereof, or any possession of the 
United States or any agency or instrumen
tality of any of the foregoing <including the 
United States Postal Service and Postal 
Rate Commission); except that such term 
shall include any nonappropriated fund in
strumentality of the United States. 

"(C) QUALIFIED HEALTH INSURANCE POOL.
For purposes of this section, the term 'quali
fied health insurance pool' means any orga
nization which-

"<1) is a nonprofit corporation established 
pursuant to and regulated by State law; 

"(2) permits any large employer doing 
business in the State to be a participating 
members; 

"<3> makes available <without regard to 
health conditions> to all residents of the 
State, who are not eligible for benefits 
under part A of title XVIII of the Social Se
curity Act, levels of health insurance typical 
of the levels of coverage provided through 
large employer groups, except that-

"<A> any such level of insurance must 
limit the amount of the annual out-of
pocket expenses for covered services under 
individual coverage to $1,500 and under 
family coverage to $3,000, 

"<B> any such level of insurance may not 
establish a lifetime benefit limit for any in
dividual of less than $500,000, 

"<C> subject to subparagraph <A>, such in
surance may provide for a choice of deducti
bles (in addition to the deductibles typical 
of levels of coverage provided through large 
employer groups), but not to exceed $1,000 
for each covered individual, 

"<D> such insurance may deny coverage 
for covered services for preexisting condi
tions for a period not to exceed 6 months, 
and 

"<E> such insurance must include as cov
ered services the purchase and repair of 
medically necessary durable medical equip
ment; 

" (4) charges a pool premium rate expected 
to be self-supporting based upon a reasona
ble actuarial determination of anticipated 
experience and expected expenses, such 
pool premium rate in no event to exceed 150 
percent of average premium rates for indi
vidual standard risks in the State for com
parable coverage; and 

"<5> assesses losses of the pool equitably 
among all participating members. 
Nothing in this subsection shall be con
strued as preventing a State or other entity 
from providing for payment of part or all of 
the premium of an enrollee and from vary
ing the amount of such payment based on 
the enrollee's income or other basis. 

"(d) OTHER DEFINITIONS.-
"(1) UsE OF FUTA DEFINITIONS.-For pur

poses of this section, the terms 'wages', 'em
ployee', and 'employer' have the meanings 
given such terms in subsections (a), <c>, and 
(d), respectively, of section 3401. 

"(2) STATE.-The term 'State' includes the 
District of Columbia and the Common
wealth of Puerto Rico. 

"(e) CROSS REFERENCE.-

"(1) For provision denying deduction for tax 
imposed by this section, see section 275(a)(6). 

"(2) For provisions making deficiency proce
dures applicable to tax imposed by this section, 
see section 6211 et seq." 

(b) CLERICAL AM:ENDMENTS.-
(1) Chapter 41 of such Code is amended 

by striking the chapter heading and insert
ing the following: 

"CHAPTER 41-PUBLIC CHARITIES; LARGE 
EMPLOYERS NOT MEMBERS OF QUALI
FIED STATE HEALTH INSURANCE POOLS 

"Subchapter A. Public charities. 
"Subchapter B. Large employers not mem

bers of qualified State health 
insurance pools. 

"Subchapter A-Public Charities". 
(2) The table of chapters for subtitleD of 

such Code is amended by striking the item 
relating to chapter 41 and inserting the fol
lowing: 

"Chapter 41. Public charities; large employ
ers not members of qualified 
State health insurance pools." 

<3> Subparagraph <B> of section 6104<c><l> 
of such Code is amended by striking "or 
chapter 41 or 42" and inserting ", subchap
ter A of chapter 41 or chapter 42". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply to taxable 
years beginning on or after January 1, 1988. 

(d) ESTABLISHMENT OF QUALIFIED STATE 
HEALTH INSURANCE POOLS.-Congress intends 
that each State should establish a qualified 
health insurance pool <described in section 
4912<c> of the Internal Revenue Code of 
1954) by not later than January 1, 1988, or, 
if later, the end of the first regular State 
legislative session that begins after the date 
of the enactment of this Act. 
SEC. 10253. COBRA TECHNICAL AMENDMENTS RE· 

LATING TO CONTINUATION OF EM
PLOYER-BASED HEALTH INSURANCE 
COVERAGE. 

(a) MODIFICATION OF COVERAGE.-Para
graph (2><A> of section 162<k> of the Inter
nal Revenue Code of 1954 <relating to type 
of benefit coverage) is amended by adding 
at the end the following: "If coverage is 
modified under the plan for similarly situat
ed beneficiaries, such coverage shall also be 
modified in the same manner for all quali
fied beneficiaries covered under the plan.". 

(b) MAXIMUM PERIOD OF CONTINUATION 
CoVERAGE.-Paragraph <2><B><D of such sec
tion <relating to maximum period of con
tinuation coverage) is amended-

< 1 > by striking out the period at the end 
and inserting a semicolon, and 

<2> by adding at the end the following: 
"except that in the case of a qualified bene
ficiary with respect to whom more than one 
qualifying event occurs, the date may be ex
tended under this clause but in no case may 
the coverage period with respect to such 
events <other than the period applicable to 
a qualifying event described in paragraph 
(3)(F)) exceed a 36-month period for such 
qualified beneficiary.". 

(C) GRACE PERIOD FOR PAYMENT OF PREMI
UMS.-Paragraph <2><B><iii> of such section 
<relating to failure to pay premium> is 
amended by adding at the end the follow
ing: "Payment shall be considered to be 
timely if made within 30 days of the date 
due or within such longer period as applies 
to or under the plan." 

(d) ELECTION BY BI:NEFICIARIES.-Para
graph (5) of such section <relating to elec
tions) is amended by adding at the end the 
following new subparagraph: 

"(C) RIGHT TO INDIVIDUAL ELECTION.-Not
withstanding subparagraph <B>. each quali
fied beneficiary is entitled to make a sepa
rate election with respect to continuation 
coverage for that beneficiary and, if there is 
a choice of type of coverage under the plan, 
to make a separate selection among such 
types of coverage.". 

(e) NOTICE REQUIREMENT.-Paragraph 
<6><C> of such section <relating to notice re-

quirements> is amended by inserting 
"within 60 days of the date of the qualifying 
event" after "paragraph (3)". 

<f> EFFECTIVE DATE.-The amendments 
made by this section shall be effective as if 
they had been included in the enactment of 
the Consolidated Omnibus Budget Reconcil
iation Act of 1985. 
SEC. 10253. CONTINUATION COVERAGE FOR RETIR

EES IN CASES OF BANKRUPTCIES. 
(a) Loss OF COVERAGE OF RETIREE THROUGH 

BANKRUPTCY AS QUALIFYING EVENT.-Para
graph <3> of section 162<k> of the Internal 
Revenue Code of 1954 <relating to qualify
ing event with respect to continuation cov
erage requirements under group health 
plans> is amended by adding at the end the 
following: 

"<F> A proceeding in a case under title 11, 
United States Code, commencing on or after 
July 1, 1986, with respect to the employer 
from whose employment the covered em
ployee retired at any time. 
In the case of an event described in subpara
graph <F>. a loss of coverage includes a sub
stantial elimination of coverage with respect 
to a qualified beneficiary described in para
graph <7><B><iii> within one year before or 
after the date of commencement of the pro
ceeding." 

(b) PERIOD OF CONTINUATION COVERAGE.-
( 1) LIFE OF COVERED EMPLOYEE OR WIDOW 

AND ADDITIONAL 36 MONTHS FOR SURVIVING 
SPOUSE AND DEPENDENTS.-Clause (i) of sec
tion 162<k><2><B> of such Code <relating to 
maximum period> is amended-

<A> by striking "and" at the end of sub
clause <D. 

<B> in subclause <II>, by inserting "or (II)" 
after"(!)", 

<C> by redesignating subclause <In as sub
clause <III>, and 

<D> by inserting after subclause <I> the 
following new subclause: 

"<II> a qualifying event described in para
graph <3><F> <relating to bankruptcy pro
ceedings), the date of the death of the cov
ered employee or qualified beneficiary <de
scribed in paragraph (7)(B)(iii)(III)), or in 
the case of the surviving spouse or depend
ent children of the covered employee, 36 
months after the date of the death of the 
covered employee, and". 

(2) COVERAGE NOT LOST UPON ENTITLEMENT 
TO MEDICARE BENEFITS.-SUbclause (11) of 
section 162<k><2><B><iv> of such Code <relat
ing to reemployment or medicare eligibility> 
is amended by inserting "in the case of a 
qualified beneficiary other than a qualified 
beneficiary described in paragraph 
<7><B><iii>," before "entitled". 

(C) DEFINITION OF QUALIFIED BENEFICIARY 
MODIFIED IN REORGANIZATION CASES.-Section 
162(k)(7><B> of such Code <relating to spe
cial rule for termination and reduced em
ployment in definition of qualified benefici
ary> is amended by adding at the end the 
following new clause: 

"(iii) SPECIAL RULE FOR RETIREES AND 
wmows.-ln the case of a qualifying event 
described in paragraph <3><F>, the term 
'qualified beneficiary' includes a covered 
employee who had retired on or before the 
date of substantial elimination of coverage 
and any other individual who, on the day 
before such qualifying event, is a benefici-
ary under the plan- · 

"(!) as the spouse of the covered employ
ee, 

"(II> as the dependent child of the em
ployee, or 

"<III> as the surviving spouse of the cov
ered employee.". 
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(d) EFFECTIVE DATE.-
(1) IN GENERAL.-The amendments made 

by this section shall take effect as if includ
ed in section 10001 of the Consolidated Om
nibus Budget Reconciliation Act of 1985. 

(2) TREATMENT OF CERTAIN BANKRUPTCY 
PROCEEDINGS.-Notwithstanding paragraph 
<1> and section 1000l<e> of the Consolidated 
Omnibus Budget Reconciliation Act of 1985, 
the amendments made by this section and 
by section 10001 of such Act shall apply in 
the case of plan years ending during the 12-
month period beginning July 1, 1986, but 
only with respect to-

<A> a qualifying event described in section 
162(k)(3)(F) of the Internal Revenue Code 
of1954,and 

<B> a qualifying event described in section 
162(k)(3)(A) of such Code relating to the 
death of a retired employee occurring after 
the date of the qualifying event described in 
subparagraph <A>. 

(3) TREATMENT OF CURRENT RETIREES.-8ec
tion 162<k><3><F> of the Internal Revenue 
Code of 1954 applies to covered employees 
who retired before, on, or after the date of 
the enactment of this Act. 

Subtitle D-Revenue Provisions 

SEC. 10301. EXTENSION OF EXCISE TAX ON COMMU· 
NICATIONS SERVICES. 

<a> IN GENERAL.-The table contained in 
paragraph <2> of section 425l<b) of the In
ternal Revenue Code of 1954 <relating to im
position of tax on communications services> 
is amended to read as follows: 

"With respect to The applicable percent-
amounts paid pursu- age is: 
ant to bills first ren-
dered: 

During 1987, 1988, or 1989 ................... 3 
During 1990 or thereafter.................... 0." 

(b) EFFECTIVE DATE.-The amendment 
made by subsection <a> shall apply with re
spect to amounts paid for communications 
services pursuant to bills first rendered 
after December 31, 1986. 
SEC. 10302. STUDY OF COMMUNICATION SERVICES 

NOT SUBJECT TO FEDERAL EXCISE 
TAX. 

<a> IN GENERAL.-The Secretary of the 
Treasury or his delegate shall conduct a 
study of communication services which are 
exempt from the tax imposed by section 
4251 of the Internal Revenue Code of 1954 
by reason of being a private communication 
service (as defined in section 4252<d> of such 
Code) or by reason of a specific exemption 
from such tax under section 4253 of such 
Code. Such study shall include an estimate 
of the reduction in tax revenues by reason 
of each such exemption and shall describe 
the types of persons which benefit from 
each such exemption. 

(b) REPORT.-The report of the study 
under subsection (a) shall be submitted, not 
later than December 31, 1987, to the Com
mittee on Ways and Means of the House of 
Representatives and the Committee on Fi
nance of the Senate. 

The CHAIRMAN. Amendments 
printed in section 1 of House Report 
99-871 are considered as having been 
adopted. No other amendments are in 
order except the amendments printed 
in section 2 of House Report 99-871, 
which shall be considered only in the 
order listed and if offered by the 

Member indicated in said report. The 
amendments shall not be subject to 
amendment or to a demand for a divi
sion of the question but each amend
ment shall be debatable as specified in 
House Report 99-871. 

The text of the amendments to H.R. 
5300, printed in section 1 of House 
Report 99-871 are considered as 
having been adopted, is as follows: 

I. The following are the amendments con
sidered to have been adopted in the House 
and in the Committee of the Whole under 
House Resolution 558. 

Page 6, strike out line 23 and all that fol
lows thereafter through page 18, line 15. 

Page 159, strike out line 15 and all that 
follows thereafter through page 160, line 8 
and redesignate succeeding subtitles accord
ingly. 

Page 301, strike out line 1 and all that fol
lows thereafter through page 313, line 19, 
and redesignate succeeding subtitles accord
ingly. 

Page 541, after line 10, insert the follow
ing: 

"(3) EXCEPTION FOR CERTAIN CHURCHES AND 
ASSOCIATED ORGANIZATIONS.-The term 'large 
employer' shall not include, with respect to 
a State health insurance pool in a State, 
any-

"<A> church, 
"<B> convention or association of church

es, or 
"(C) organization which is controlled by 

or associated (as described in section 
414<e><3><D» with a church or convention 
or association of churches, 
if the church, convention, association, or or
ganization states (in accordance with such 
procedures as the Secretary determines to 
be appropriate> that it is opposed for reli
gious reasons to participation in the State 
health insurance pool of that State. 

Page 542, line 14, strike "and". 
Page 542, line 17, strike the semicolon and 

insert", and". 
Page 542, after line 17, insert the follow

ing: 
"<F> such insurance may deny coverage 

for some or all services or other costs relat
ing to abortion; 

Page 156, after line 6, insert the following 
new subtitle: 

Subtitle H-Rail Related Issues 
PART I-GENERAL PROVISIONS 

SEC. 4701. SHORT TITLE; TABLE OF CONTENTS OF 
SUBTITLE. 

(a) SHORT TITLE.-This subtitle may be 
cited as the "Conrail Privatization Act". 

(b) TABLE OF CONTENTS OF SUBTITLE.-
PART 1-GENERAL PROVISIONS 

Sec. 4701. Short title; table of contents of 
subtitle. 

Sec. 4702. Findings. 
Sec. 4703. Purposes. 
Sec. 4704. Definitions. 

PART 2-CONRAIL 

SUBPART A-SALE OF CONRAIL 
Sec. 4711. Preparation for public offering. 
Sec. 4712. Public offering. 
Sec. 4713. Fees. 
SUBPART B-OTHER MATTERS RELATING TO THE 

SALE 
Sec. 4721. Rail service guarantees. 
Sec. 4722. Ownership limitations. 
Sec. 4723. Board of Directors. 
Sec. 4724. Provisions for employees. 
Sec. 4725. Essential rail service loan 

guarantees. 

Sec. 4726. Certain enforcement relief. 
SUBPART C-MISCELLANEOUS TECHNICAL AND 

CONFORMING AMENDMENTS AND REPEALS 
Sec. 4731. Abolition of United States 

Railway Association. 
Sec. 4732. Applicability of Regional Rail 

Reorganization Act of 1973 to 
Conrail after sale. 

Sec. 4733. Miscellaneous amendments and 
repeals. 

Sec. 4734. Liability of directors. 
Sec. 4735. Charter amendment. 
Sec. 4736. Status of Conrail after sale. 
Sec. 4737. Effect on contracts. 
Sec. 4738. Resolution of certain issues. 

PART 3-PROMOTION OF RAIL COMPETITION 
Sec. 4751. Rail service continuation. 
Sec. 4752. Agriculture contract disclosure. 
Sec. 4753. Boxcar provision. 
SEC. 4702. FINDINGS. 

The Congress finds that-
< 1) the bankruptcy of the Penn Central 

and other railroads in the Northeast and 
Midwest resulted in a transportation emer
gency which required the intervention of 
the Federal Government; 

<2> the United States Government created 
the Consolidated Rail Corporation, which 
provides essential rail service to the North
east and Midwest; 

<3> the future of rail service in the North
east and Midwest is essential and must be 
protected through rail service guarantees, 
consistent with the transfer of the Corpora
tion to the private sector; 

(4) the Northeast Rail Service Act of 1981 
has achieved its purpose in allowing the 
Corporation to become financially self-sus
taining; 

(5) the Federal Government has invested 
over $7,000,000,000 in providing rail service 
to the Northeast and Midwest; 

(6) the Government, as a result of its own
ership and investment of taxpayer dollars in 
the Corporation, controls substantial assets, 
including cash of approximately 
$1,000,000,000; 

<7> the Corporation's viability and sound 
performance allow it to be sold to the Amer
ican public for a substantial sum through a 
public offering; 

<8> a public offering of the Corporation's 
stock will preserve competitive rail service 
in the region, provide the greatest return to 
the Government, and protect employment; 

(9) the Corporation's employees contribut
ed significantly to the turnaround in the 
Corporation's financial performance and 
they should share in the Corporation's suc
cess through a settlement of their claims for 
reimbursement for wages below industry 
standard, and a share in the common equity 
of the Corporation through the employee 
stock ownership plan; 

<10) the requirements of section 401<e> of 
the Regional Rail Reorganization Act of 
1973 are met by this subtitle; 

<11) the Secretary of Transportation has 
discharged the responsibilities of the De
partment of Transportation under the 
Northeast Rail Service Act of 1981 with re
spect to the sale of the Corporation as a 
single entity; 

<12) the Staggers Rail Act of 1980 has 
been successful in reducing unneeded Gov
ernment regulation of the railroad industry, 
improving rail service for shippers, and im
proving the previously inadequate earnings 
of the railroad industry; and 

<13) the implementation of the Staggers 
Rail Act of 1980 and the Interstate Com
merce Act by the Interstate Commerce 
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Commission has caused problems for some 
shippers and for employees. 
SEC. 4703. PURPOSES. 

The purposes of this subtitle are-
(1) to transfer the interest of the United 

States in the common stock of the Corpora
tion to the private sector through the 
broadest practicable distribution of shares, 
in a manner that provides for the long-term 
viability of the Corporation, provides for 
the continuation by the Corporation of its 
rail service in the Northeast and Midwest, 
provides for the protection of the public in
terest in a sound rail transportation system, 
and secures the maximum proceeds to the 
United States; and 

(2) to correct problems in the implementa
tion of the Staggers Rail Act of 1980. 
SEC. 4704. DEFINITIONS. 

For the purposes of this subtitle-
< 1 > the term "capital expenditures" means 

amounts expended by the Corporation and 
its subsidiaries for replacement or rehabili
tation of, or enhancements to, the railroad 
plant, property, trackage, and equipment of 
the Corporation and its subsidiaries, as de
termined in accordance with generally ac
cepted accounting principles, and in inter
preting generally accepted accounting prin
ciples, no amount spent on normal repair, 
maintenance, and upkeep of such railroad 
plant, property, trackage, and equipment in 
the ordinary course of business shall consti
tute capital expenditures; 

<2> the term "Commission" means the 
Interstate Commerce Commission; 

(3) the term "Corporation" means the 
Consolidated Rail Corporation; 

( 4) the term "cumulative net income" 
means, for any period, the net income of the 
Corporation and its consolidated subsidiar
ies <after provision for income taxes) as de
termined in accordance with generally ac
cepted accounting principles, before provi
sion for expenses related to-

<A> amounts paid by the Corporation 
under section 4724<e>. and comparable pay
ments made to present and former employ
ees of the Corporation not covered by such 
section; and 

<B> the aggregate value of the shares dis
tributed under section 4724<f>; 

(5) the term "person" means an individ
ual, corporation, partnership, association, 
trust, or other entity or organization, in
cluding a government or political subdivi
sion thereof or a governmental body; 

(6) the term "preferred stock" means any 
class or series of preferred stock, and any 
class or series of common stock having liqui
dation and dividend rights and preferences 
superior to the common stock of the Corpo
ration offered for sale on or after the sale 
date; 

(7) the term "public offering" means an 
underwritten offering to the public of such 
common stock of the Corporation as the 
Secretary of Transportation determines to 
sell under section 4712; 

<8> the term "sale date" means the date on 
which the initial public offering is closed; 

(9) the term "subsidiary" means any cor
poration more than 50 percent of whose 
outstanding voting securities are directly or 
indirectly owned by the Corporation; 

(10) the term "United States share" 
means a share of common stock of the Cor
poration held by the United States Govern
ment on the date of the enactment of this 
Act; and 

<11> the term "warrant" means an instru
ment entitling its owner to purchase, at a 
prescribed price or prices for a prescribed 
period, common stock of the Corporation. 

PART 2-CONRAIL 
Subpart A-Sale of Conrail 

SEC. 4711. PREPARATION FOR PUBLIC OFFERING. 
(a) PuBLIC OFFERING MANAGERS.-(1) Not 

later than 30 days after the date of the en
actment of this Act, the Secretary of Trans
portation, in consultation with the Secre
tary of the Treasury and the Chief Execu
tive Officer of the Corporation, shall retain 
the services of investment bankers to serve 
jointly and be compensated equally as co
lead managers of the public offering <here
after in this subpart referred to as the "co
lead managers") and to establish a syndicate 
to underwrite the public offering. 

(2) In selecting the investment bankers to 
serve as co-lead managers of the public of
fering under paragraph < 1), recognition and 
consideration shall be given to contributions 
made by particular investment banking 
firms before the date of the enactment of 
this Act in demonstrating and promoting 
the long-term financial viability of the Cor
poration and the feasibility of a public stock 
offering. 

(b) PAYMENT TO THE UNITED STATES.-Not 
later than 30 days after the date of the en
actment of this Act, the Corporation shall 
transfer to the Secretary of the Treasury 
$300,000,000. 

(C) REGISTRATION STATEMENT.-The Corpo
ration shall prepare and cause to be filed 
with the Securities and Exchange Commis
sion a registration statement with respect to 
the securities to be offered and sold in ac
cordance with the securities laws and the 
rules and regulations thereunder in connec
tion with the initial and any subsequent 
public offering. 

(d) LIMIT ON AUTHORITY To PuRCHASE 
STOCK.-Section 216(b) of the Regional Rail 
Reorganization Act of 1973 (45 U.S.C. 
726(b)) is amended by adding at the end 
thereof the following new paragraph: 

"(5) The authority of the Association to 
purchase debentures or series A preferred 
stock of the Corporation shall terminate 
upon the date of the enactment of the Con
rail Privatization Act.". 
SEC. 4712. PUBLIC OFFERING. 

(a) STRUCTURE OF PuBLIC 0FFERING.-(1) 
After the registration statement referred to 
in section 4711(c) is declared effective by 
the Securities and Exchange Commission, 
the Secretary of Transportation. in consul
tation with the Secretary of the Treasury, 
the Chairman of the Board of Directors of 
the Corporation, and the co-lead managers, 
shall offer the United States shares for sale 
in a public offering, except as provided in 
paragraphs (2) and (3). 

(2) The Secretary of Transportation, after 
such consultation, may elect to offer less 
than all of the United States shares for sale 
at the time of the initial sale. 

(3) Under no circumstances shall the Sec
retary of Transportation offer any of the 
United States shares for sale unless, before 
the sale date, the Secretary determines, 
after such consultation, that the estimated 
sum of the gross proceeds from the sale of 
all the United States shares and the value 
of any warrants issued under subsection (f) 
is at least $1,700,000,000. 

(b) SUBSEQUENT SALEs.-If the Secretary of 
Transportation elects to offer for sale less 
than all the United States shares, the Secre
tary shall sell the remaining United States 
shares in subsequent public offerings. 

(C) CONSENT OF THE CORPORATION NOT RE
QUIRED.-Any public offering under this sec
tion may be made without the consent of 
the Corporation. 

<d> AUTHORITY To REQUIRE STocK 
SPLITS.-<1) The Secretary of Transporta
tion, in consultation with the co-lead man
agers and the Chairman of the Board of Di
rectors of the Corporation, may, in connec
tion with the initial public offering de
scribed in subsection (a), before the filing of 
the registration statement referred to in 
section 4711(c), require the Corporation to 
declare a stock split or reverse stock split. 

(2) The Corporation shall take such action 
as may be necessary to comply with the Sec
retary's requirements under this subsection. 

(e) CANCELLATION OF OTHER SECURITIES 
HELD BY THE UNITED STATEs.-<1) In consid
eration for amounts transferred to the 
United States under section 471l<b), and for 
any warrants issued under subsection (f) of 
this section, the Secretary of Transporta
tion shall, concurrent with the initial public 
offering described in subsection <a>. deliver 
to the Corporation all preferred stock, 7.5 
percent debentures, and contingent interest 
notes of the Corporation. The Corporation 
shall immediately cancel such debentures, 
preferred stock, and contingent interest 
notes, and any interest of the United States 
in such debentures, preferred stock, and 
contingent interest notes shall be thereby 
extinguished. 

(2) For purposes of regulation by the 
Commission and State public utility regula
tion, and for purposes of reporting to the 
Securities and Exchange Commission, the 
actions authorized by this subsection, the 
public offering, and the value of the consid
eration received therefor shall not change 
the value of the Corporation's assets net of 
depreciation and shall not be used to alter 
the calculation of the Corporation's stock or 
asset values, rate base, expenses, costs, re
turns, profits, or revenues, or otherwise 
affect or be the basis for a change in the 
regulation of any railroad service, rate, or 
practice provided or established by the Cor
poration, or any change in the financial re
porting practice of the Corporation. 

(f) IssuANcE oF WARRANTs.-<1) Before the 
registration statement referred to in section 
4711(c) is declared effective by the Securi
ties and Exchange Commission, the Secre
tary of Transportation, in consultation with 
the Secretary of the Treasury, the Chair
man of the Board of Directors of the Corpo
ration, and the co-lead managers, shall de
termine whether to require the Corporation 
to issue warrants to the United States in 
conjunction with the public offering, if it 
will increase the amount to be realized by 
the United States. 

(2) The Corporation shall take such action 
as may be necessary to comply with the Sec
retary's requirements under this subsection. 

(g) MINORITY INVESTMENT BANKING 
FIRMS.-The Secretary of Transportation 
shall ensure that minority owned or con
trolled investment banking firms shall have 
an opportunity to participate to a signifi
cant degree in any public offering under 
this part. 

<h) GENERAL AccoUNTING OFFICE AUTHOR
ITY To CONDUCT AUDITS.-The General Ac
counting Office may make such audits as 
may be deemed appropriate by the Comp
troller General of the United States of all 
accounts, books, records, memoranda, corre
spondence, and other documents and trans
actions of the Corporation and the co-lead 
managers associated with the public offer
ing. The co-lead managers shall agree, in 
writing, to allow the General Accounting 
Office to make such audits. The General 
Accounting Office shall report the results of 
all such audits to the Congress. 
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SEC. 4713. FEES. 

The Secretary of Transportation, in con
sultation with the Secretary of the Treas
ury and the Chairman of the Board of Di
rectors of the Corporation, shall agree to 
pay to investment bankers and other per
sons participating in the public offering the 
absolute minimum amount in fees necessary 
to carry out the public offering. 

Subpart B-Other Matters Relating to the Sale 

SEC. 4721. RAIL SERVICE GUARANTEES. 
(a) FIVE-YEAR RESTRICTIONS ON THE CORPO

RATION.-During a period of 5 years begin
ning on the date of the enactment of this 
Act, the following restrictions shall apply to 
the Corporation: 

(1) The Corporation shall spend in each 
fiscal year the greater of <A> an amount 
equal to the Corporation's depreciation for 
financial reporting purposes for such year 
or <B> $500,000,000, in capital expenditures. 
With respect to any fiscal year, the Corpo
ration's Board of Directors may reduce the 
required capital expenditures for such year 
to an amount which the Board determines 
is justified by prudent business and engi
neering practices, except that the Corpora
tion's capital expenditures shall not be less 
than $350,000,000 for its first fiscal year be
ginning after the sale date, a total of 
$700,000,000 for its first two fiscal years be
ginning after the sale date, a total of 
$1,050,000,000 for its first three fiscal years 
beginning after the sale date, a total of 
$1,400,000,000 for its first four fiscal years 
beginning after the sale date, and a total of 
$1,750,000,000 for its first five fiscal years 
beginning ~ter the sale date. 

(2)(A) Except as otherwise provided under 
subparagraph <B>. no common stock divi
dend or preferred stock dividend may be de
clared or paid by the Corporation. 

<B><D Concurrent with the declaration of 
any common stock dividend or preferred 
stock dividend, the Corporation's Board of 
Directors ·shall find and certify that, after 
payment of such dividend the Corporation 
will be in compliance with the requirements 
of paragraph (1) for the fiscal year in which 
such dividend payment is made. 

(ii) Concurrent with the declaration of 
any common stock dividend, the Corpora
tion's Board of Directors shall find and cer
tify that, after payment of such dividend, 
the cumulative amount of all common stock 
dividends paid after the sale date will not 
exceed 50 percent of-

(1) the cumulative net income of the Cor
poration for the period beginning after the 
end of the last fiscal quarter of the Corpora
tion ending before the sale date, less 

<II> the cumulative amount of any pre
ferred· stock dividends declared and paid 
after the sale date. 

<C> For purposes of this paragraph-
(i) the term "common stock dividend" 

means-
( I) the declaration or payment by the Cor

poration of any dividends in cash, property, 
or other assets with respect to any shares of 
the common stock of the Corporation 
<other than dividends payable solely in 
shares of the common stock of the Corpora
tion>; 

<II> the application of any of the property 
or assets of the Corporation to the pur
chase, redemption, or other acquisition or 
retirement of any shares of the common 
stock of the Corporation; 

(Ill) the setting apart of any sum for the 
purchase, redemption, or other acquisition 
or retirement of any shares of the common 
stock of the Corporation; and 

<IV> the making of any other distribution, 
by reduction of capital or otherwise, with 
respect to any shares of the common stock 
of the Corporation; and 

(ii) the term "preferred stock dividend" 
means-

( I) the declaration or payment by the Cor
poration of any dividends in cash, property, 
or other assets with respect to any shares of 
the preferred stock of the Corporation; 

<II> the application of any of the property 
or assets of the Corporation to the pur
chase, redemption, or other acquisition or 
retirement of any shares of the preferred 
stock of the Corporation; 

<IID the setting apart of any sum for the 
purchase, redemption, or other acquisition 
or retirement of any shares of the preferred 
stock of the Corporation; and 

<IV> the making of any other distribution, 
by reduction of capital or otherwise, with 
respect to any shares of the preferred stock 
of the Corporation. 

(3) The Corporation shall continue its af
firmative action program and its minority 
vendor program, substantially as such pro
grams were being conducted by the Corpo
ration as of February 8, 1985, subject to any 
provisions of applicable law. 

(4)" The locomotive shop and car repair 
shop in Blair County, Pennsylvania, and the 
repair shop in Collinwood, Ohio, shall be re
tained. 

(b) THREE-YEAR RESTRICTIONS ON THE COR
PORATION.-During a period of 3 years begin
ning on the date of the enactment of this 
Act, the following restrictions shall apply to 
the Corporation: 

(1) The Corporation shall not permit to 
occur any transaction or series of transac
tions <other than in the ordinary course of 
business of the Corporation and its subsidi
aries> whereby all or any substantial part of 
the railroad assets and business of the Cor
poration and its subsidiaries taken as a 
whole are sold, leased, transferred, or other
wise disposed of to any corporation or entity 
other than to a wholly owned subsidiary of 
the Corporation. 

(2) The Corporation shall have on hand at 
the end of each fiscal year cash or cash 
equivalents of at least $250,000,000. 

<3> The Corporation shall offer any line 
for which an abandonment certificate is 
issued by the Commission to a purchaser 
who agrees to provide interconnecting rail 
service. Such offer shall last for the 120-day 
period following the date of issuance of the 
abandonment certificate and the price for 
such abandoned line shall be equal to 75 
percent of net liquidation value as deter
mined by the Commission, pursuant to regu
lations that had been issued under section 
308 of the Regional Rail Reorganization Act 
of 1973. 
SEC. 4722. OWNERSlliP LIMITATIONS. 

(a) GENERAL.-<1 ><A> During a period of 5 
years beginning on the date of the enact
ment of this Act no person, directly or indi
rectly, may acquire or hold securities repre
senting more than 7.5 percent of the total 
votes of all outstanding voting securities of 
the Corporation. 

<B> This paragraph shall not apply-
(i) to the employee stock ownership plan 

<or successor plans) of the Corporation, 
<ii> to the Secretary of Transportation, 
(iii) to a railroad as described under sub

section (b)(l), 
<iv> to underwriting syndicates holding 

shares for resale, or 
<v> in the case of shares beneficially held 

by others, to commerqial banks, broker-deal-

ers, clearing corporations, or other nomi-
nees. . 

(2) During a period of 5 years beginning 
on the date of the enactment of this Act, 
not more than 20 percent of the stock of the 
Corporation may be held by or for the bene
fit of persons not citizens of the United 
States or entities owned or controlled by 
persons not citizens of the United States. 

(b) RAILROADS.-(l)(A) During a period of 
5 years beginning on the date of the enact
ment of this Act, no railroad may purchase 
or hold, directly or indirectly, more than 7.5 
percent of any class of stock of the Corpora
tion unless such railroad files for approval 
and authorization of the Commission under 
section 11343 of title 49, United States Code, 
except as provided in paragraph (2). If such 
an application is filed, the Commission shall 
give substantial weight to any views of the 
Secretary of Transportation regarding such 
application which may be submitted to the 
Commission. 

<B> During a period of 5 years beginning 
on the date of the enactment of this Act, 
any railroad which purchases or holds no 
more than 7.5 percent of any class of stock 
of the Corporation shall vote such stock in 
the same proportion as all other common 
stock of the Corporation is voted. During 
such 5-year period, any railroad which pur
chases or holds more than 7.5 percent of 
such stock shall, unless such acquisition has 
been approved by the Commission as de
scribed in subparagraph <A>, vote such stock 
as directed by the Commission, or, in the ab
sence of any such direction, in the same pro
portion as all other common stock of the 
Corporation is voted. As used in this para
graph, the term "railroad" means a class I 
railroad as determined by the Commission 
under the definition in effect on the date of 
the enactment of this Act, and includes any 
entity controlling, controlled by, or under 
common control with any railroad <other 
than the Corporation or its subsidiaries). 

<2><A> Norfolk Southern Corporation, 
CSX Corporation, and their successors and 
assigns, shall not purchase or own, directly 
or indirectly, more than 7.5 percent of the 
common stock of the Corporation. 

(B) The Commission shall not consider 
any application filed under section 11343 or 
11344 of title 49, United States Code, from

(i) the Corporation; or 
<iD Norfolk Southern Corporation, CSX 

Corporation, the successors and assigns of 
such corporations, and any person control
ling, controlled by, or under common con
trol with such corporations, successors, and 
assigns, 
for authority to enter into any merger or 
consolidation, or any other transaction pro
hibited under subparagraph (A}, between 
the Corporation and any entity described in 
clause (ii}. 

<C> Subparagraphs <A> and <B) shall cease 
to be effective upon-

(i) the guarantee of any loan to the Cor
poration under section 4725; or 

(ii) the expiration of 3 years after the date 
of the enactment of this Act. 
When subparagraphs <A> and <B> cease to 
be effective, entities described in subpara
graph (B)(ii} shall be considered railroads 
for purposes of paragraph (1}. 

SEC. 4723. BOARD OF DIRECTORS. 
Except as may be prescribed by the Secre

tary of Transportation in section 4725, the 
Board of Directors of the Corporation shall 
be comprised as follows: 

(1) Except as provided in paragraph (3), 
with respect to the period ending June 30, 
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1987, the board shall remain as it exists on 
the date of the enactment of this Act, with 
any vacancies being filled by directors nomi
nated and elected by the remainder of the 
members of the board. 

<2><A> Except as provided in paragraph 
<3>. with respect to the period beginning 
July 1, 1987, the board shall consist of-

(i) 3 directors appointed by the Secretary 
of Transportation; 

(ii) the Chief Executive Officer and the 
Chief Operating Officer of the Corporation; 
and 

(iii> 8 directors appointed from among per
sons knowledgeable in business affairs by 
the special court established under section 
209 of the Regional Rail Reorganization Act 
of 1973, in consultation with the Secretary 
of Transportation and the Chairman of the 
Board of Directors of the Corporation, and 
recognizing the need for and importance 
of-

<I> continuity in the direction of the Cor
poration's business and affairs; 

<II> preserving the value of the invest
ment of the United States in the Corpora
tion; and 

<III> preserving essential rail service pro
vided by the Corporation. 

<B> The Secretary of Transportation and 
the special court may appoint directors 
under subparagraph <A> from among exist
ing directors of the Corporation. 

<3><A> After the sale date, one director 
shall be elected by the public shareholders 
of the Corporation for each increment of 
12.5 percent of the interest of the United 
States in the Corporation that has been sold 
through public offering. 

<B> With respect to the period ending 
June 30, 1987-

<D the first director elected under this 
paragraph shall replace the member of the 
board who became a director most recently 
fromamong-

(1) directors appointed by the United 
States Railway Association, or elected under 
paragraph <1> to replace such a director, 
and 

<II> directors appointed by the Secretary 
of Transportation, or elected under para
graph < 1 > to replace such a director; 

<ii> the second director elected under this 
paragraph shall replace the member of the 
Board who became a director most recently 
from among directors described in clause 
<D<I> or UI>, whichever group the first direc
tor replaced under this subparagraph was 
not a member of; and 

<iii> subsequent directors elected under 
this paragraph shall replace members alter
nately from the groups described in clause 
(i)(l) and (II). 

<C> With respect to the period beginning 
July 1, 1987, directors elected under this 
paragraph shall replace directors appointed 
by the special court under paragraph 
<2><A><iii>, in the . order designated by the 
special court in a list to be issued at the 
time of such original appointments. 

<D> With respect to the period beginning 
on the first date more than 50 percent of 
the interest of the United States in the Cor
poration has been sold through public offer
ing and ending when 100 percent of such in
terest has been sold-

(i) all remaining members of the board re
ferred to in paragraph <2><A><iii>, and 

(ii) with respect to the period ending June 
30, 1987, all remaining members of the 
board, except 3 members appointed by the 
Secretary of Transportation and the Chief 
Executive Officer and the Chief Operating 
Officer of the Corporation, 

shall be replaced by directors elected by the 
public shareholders of the Corporation. 

<E> After 100 percent of the interest of 
the United States in the Corporation has 
been sold, any remaining directors appoint
ed by the Secretary of Transportation, the 
United States Railway Association, or the 
special court referred to under paragraph 
<2><A><iii), shall be replaced by directors 
elected by the public shareholders of the 
Corporation. 

<F> Nothing in this paragraph shall be 
construed to prohibit any director referred 
to in this section from being elected as a di
rector by the public shareholders of the 
Corporation. 

<4><A> No director appointed or elected 
under this section shall be an employee of 
the United States, except as provided in sec
tion 4725 or as elected by the public share
holders of the Corporation. 

<B> No director appointed or elected under 
this section shall be an employee of the Cor
poration, except as provided in paragraph 
<2><A><ii> or as elected by the public share
holders of the Corporation. 
SEC. 4724. PROVISIONS FOR EMPLOYEES. 

(a) TRANSITIONAL EMPLOYEE PROTECTION.
Section 70l<d><2> of the Regional Rail Reor
ganization Act of 1973 is amended to read as 
follows: 

"(2) Notwithstanding any other provision 
oflaw-

"<A> upon exhaustion of appropriated 
funds available for payment of benefits or 
expenses of administration of the Railroad 
Retirement Board <hereafter in this section 
referred to as the 'Board') under this sec
tion, or on the expiration of 60 days after 
the date of enactment of the Conrail Privat
ization Act, whichever first occurs, the 
United States shall have no further liability 
under this section, but the Corporation 
shall-

"(i) as agent for the Board, pay benefits 
under this section, without reimbursement, 
in such amounts and to such eligible em
ployees as the Board shall designate, subject 
to the limitations prescribed in the benefit 
schedules issued under subsection <a>; and 

"(ii) on a periodic basis determined by the 
Board, advance to the Board its necessary 
expenses of administration, including ex
penses reasonably required for close-out of 
the program of labor protection under this 
section and for technical transition to the 
program of labor protection required by the 
Conrail Privatization Act, which advances 
shall be made without reimbursement. 

"(B) The Corporation shall promptly 
honor the Board's requests for advances 
under this paragraph as due and payable 
liquidated debts, subject to later adjustment 
after audit by the Inspector General of the 
Board. The Board is authorized to receive 
and apply Corporation funds advanced 
under this paragraph for administration of 
this section and to refund to the Corpora
tion any excess administrative funds ad
vanced by the Corporation. 

"(C) The Corporation shall be deemed 
subrogated to the right of the Board to re
cover any benefit paid by the Corporation 
as agent for the Board that was improvi
dently paid under this paragraph, and the 
Board shall cooperate with the Corporation 
in its effort to recover any such payment; 
but the Corporation shall have no claim 
against the Board for such payment, and 
the Board shall not be made a real party in 
interest to any lawsuit or to any proceeding 
with respect to recovery of such payment. 

"(D) Benefits provided by the Corpora
tion, as agent for the Board, shall, for pur-

poses of this title, be deemed to have been 
made available under section 713 of this 
title.". 

(b) DISPUTE RESOLUTION.-8ection 701 of 
the Regional Rail Reorganization Act of 
1973 is further amended by adding at the 
end thereof a new subsection as follows: 

"<e> Any dispute or controversy regarding 
eligibility for benefits under this section 
shall be determined under such procedures 
as the Board may by regulation prescribe. 
Subject to administrative reconsideration by 
the Board under its own procedures, find
ings of fact and conclusions of law of the 
Board in determination of any claim for 
such benefits shall, in the absence of fraud 
or an action exceeding the Board's jurisdic
tion, be binding and conclusive for all pur
poses and shall not be subject to review in 
any manner. For purposes of administration 
of this section, the administrative powers 
and penalties set forth in sections 9 and 12 
of the Railroad Unemployment Insurance 
Act shall apply as if incorporated herein.". 

(C) REPEAL OF SECTION 701.-8ection 701 of 
the Regional Rail Reorganization Act of 
1973 is repealed effective on the sale date. 
Notwithstanding this repeal-

< 1 > any dispute or controversy regarding 
benefits under section 701 shall be deter
mined under the terms of the law in effect 
prior to such repeal; and 

<2> the Railroad Retirement Board shall 
take such actions as may be necessary to 
complete administration and closeout of the 
section 701 program. 

(d) CONTINUING RESPONSIBILITIES.-<1) On 
and after the sale date, the Corporation 
shall provide the protection for its employ
ees described in "Part Ill, Article III, Em
ployee Protection", of the "Definitive 
Agreement of September 17, 1985, By and 
Between Conrail and the Undersigned Rep
resentatives of Conrail's Agreement Em
ployees" and Appendix 3 thereto, together 
with any amendments thereto, or under any 
other terms and conditions as shall be 
agreed between the Corporation and the 
representatives of its employees. 

<2> The Corporation shall pay, as desig
nated by the Railroad Retirement Board, 
any remaining benefits under section 701 of 
the Regional Rail Reorganization Act of 
1973 that accrued, but were not disbursed, 
prior to the sale date. 

<3> The Railroad Retirement Board shall 
transfer to the Corporation such informa
tion regarding administration of the labor 
protection program under such section 701 
as may be reasonably necessary for the Cor
poration to discharge its responsibilities 
under this subsection, including the individ
ual claim records of employees of the Cor
poration. 

<4> The United States shall have no liabil
ity for benefits under this subsection. 

(e) COMPENSATION FOR WAGES BELOW IN
DUSTRY STANDARD.-The Corporation shall 
pay $200,000,000 to present and former em
ployees subject to collective bargaining 
agreements, in accordance with the terms 
and conditions in the Definitive Agreement 
referred to in subsection <d><l>. or as other
wise agreed between the parties. 

(f) ESOP TRANSACTIONS.-<1) As soon as 
practicable after the date of the enactment 
of this Act, the employee stock ownership 
plan of the Corporation <hereafter in this 
subsection referred to as the "ESOP"> shall 
be amended to provide that-

<A> the shares of the ConRail Equity Cor
poration preferred stock held by the ESOP 
shall be surrendered by the ESOP in ex
change for an equal number of shares of the 
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common stock of the Corporation, and such 
common stock of the Corporation shall be 
allocated by the ESOP to the same persons 
in the same amounts as the shares of Con
Rail Equity Corporation preferred stock 
had been allocated; and 

<B> the remaining shares of the ConRail 
Equity Corporation preferred stock held by 
the Corporation shall be cancelled, and an 
equal number of shares of the common 
stock of the Corporation shall be contribut
ed by the Corporation to the ESOP, which 
shares shall be allocated by the ESOP to 
the ESOP participants in accordance with 
the formula set forth in section 2 of Article 
II of Part III of the Definitive Agreement 
referred to in subsection <d><l>, and in ac
cordance with a comparable formula for 
present and former employees of the Corpo
ration not covered by such section of the 
Definitive Agreement, except that no contri
bution by the Corporation to the ESOP 
shall be made which would affect the status 
of the ESOP, or of any of the employee ben
efit plans maintained by the Corporation or 
any affiliate of the Corporation, as an em
ployee stock ownership plan under the In
ternal Revenue Code of 1954. 

<2><A><i> As soon as practicable after the 
expiration of 90 days after the sale date, the 
ESOP shall distribute all of the stock in the 
accounts of its participants and benefici
aries, except as provided in clause <ii>. 

<ii> Fractional shares shall not be distrib
uted under clause <D. Shares equal to the 
aggregate amount of fractional shares shall 
be surrendered by the ESOP and redeemed 
by the Corporation for cash at the average 
closing price for the common stock of the 
Corporation on a national securities ex
change for the 10 business days immediately 
preceding the date of distribution under 
clause (i), or, if the common stock of the 
Corporation is not listed on a national secu
rities exchange, at the average closing price 
for such stock for such 10 business days as 
appearing in any regularly published report
ing or quotation service, and the proceeds of 
such redemption shall be distributed by the 
ESOP to the same participants and benefici
aries and the same amounts as the fraction
al shares had been allocated. 

<B> After completing the distribution 
under subparagraph <A>. the ESOP shall 
terminate. 

(3) The Corporation shall distribute any 
shares of its common stock which, because 
of the exception under paragraph <l><B>. 
could not be contributed to the ESOP to 
those persons to whom the ESOP would 
have allocated such shares pursuant to 
paragraph O><B> had such shares been con
tributed to the ESOP. 

<4> For purposes of Rule 144 promulgated 
under the Securities Act of 1933, each share 
of the common stock of the Corporation dis
tributed under this subsection shall be 
deemed to have been beneficially owned by 
the recipient, as of the date of such distribu
tion, for a period of three years. 
SEC. 4725. ESSENTIAL RAIL SERVICE LOAN GUAR

ANTEES. 
At any time before the expiration of the 

ten year period beginning on the date of the 
enactment of this Act, the Secretary of 
Transportation may, if the Corporation re
quests and the Secretary of Transportation 
determines that it is in the public interest 
and is necessary for the CorPoration to con
tinue to provide essential rail service, ar
range to guarantee a loan or loans of up to a 
total of $500,000,000, under such terms and 
conditions as the Secretary of Transporta
tion shall prescribe, which may include rep-

resentation on the Board of Directors of the 
Corporation by the Secretary of Transpor
tation and the Secretary of the Treasury, or 
their designees. 
SEC. 4726. CERTAIN ENFORCEMENT RELIEF. 

(a) ENFORCEMENT ACTIONS.-The Secretary 
of Transportation, with respect to any pro
vision of section 4721 or 4722, and any 
person who suffers direct economic injury 
as a result of an alleged violation by the 
Corporation, with respect to the provisions 
of section 4721<a><l> and <2>, and <b><2>. and 
section 4722, may bring an action to require 
compliance with such provision. 

(b) SPECIAL COURT.-Any action brought 
under this part shall be brought before the 
special court established under section 209 
of the Regional Rail Reorganization Act of 
1973. Such special court may limit the en
forcement of a restriction under section 
4721, if the effect of such restriction would 
be to substantially impair the continued via
bility of the Corporation. 

Subpart C-Miscellaneous Technical and 
Conforming Amendments and Repeals 

SEC. 4731. ABOLITION OF UNITED STATES RAILWAY 
ASSOCIATION. 

<a> ABOLITION.-Effective January 1, 1987, 
the United States Railway Association is 
abolished. 

(b) TRANSFER OF SECURITIES AND RESPONSI
BILITIES.-( 1 > Any securities of the Corpora
tion held by the United States Railway As
sociation shall, upon the date of the enact
ment of this Act, be transferred to the Sec
retary of Transportation. 

<2> If, on the date the United States Rail
way Association is abolished under subsec
tion <a>. such association shall not have 
completed the termination of its affairs and 
the liquidation of its assets, the duty of 
completing such winding up of its affairs 
and liquidation shall be transferred to the 
Secretary of Transportation, who for such 
purposes shall succeed to all the powers, 
duties, rights, and obligations of such asso
ciation. 

(C) FINANCING AGREEMENT.-<1) On Janu
ary 1, 1987, the Amended and Restated Fi
nancing Agreement, dated May 10, 1979, be
tween the United States Railway Associa
tion and the Corporation, together with any 
and all rights and obligations of or on 
behalf of any person with respect to such 
agreement, shall terminate and be of no fur
ther force or effect, except for those provi
sions specifying terms and conditions for 
payments made to the United States with 
respect to debentures, preferred stock, and 
contingent interest notes. 

<2> Effective as of the sale date, those pro
visions of the Financing Agreement referred 
to in paragraph < 1 > shall terminate. 
SEC. 4732. APPLICABILITY OF REGIONAL RAJL RE

ORGANIZATION ACT OF 1973 TO CON
RAIL AFTER SALE. 

Section 301 of the Regional Rail Reorga
nization Act of 1973 <45 U.S.C. 741) is 
amended by adding at the end thereof the 
following new subsection: 

"(k) GOVERNING PROVISIONS AFTER SALE.
The provisions of this Act shall not apply to 
the Corporation and to activities and other 
actions and responsibilities of the Corpora
tion and its directors and employees after 
the sale date, other than with regard to-

"<1> section 102; 
"(2) section 20Hd>; 
"(3) section 203, but only with respect to 

information relating to proceedings before 
the special court established under section 
209(b); 

"(4) section 209, other than subsection <f> 
thereof; 

"(5) section 216<0<8>, but only as such au
thority applies to activities related to the 
ESOP and related trust before the sale date; 

"(6) section 216(0(9), but only as such in
demnification applies to activities relating 
to the ESOP and related trust before the 
sale date; 

"(7) section 216<0<10) with respect to all 
securities of the Corporation issued or 
transferred before the sale date and all se
curities of ConRail Equity Corporation and 
all interests in the ESOP; 

"(8) section 217<c> and <e>; 
"(9) subsection (b) of this section, but only 

with respect to matters covered by the last 
sentence of such subsection; 

"<10> subsection (i) of this section, but 
only as such authority applies to service as a 
director of the Corporation before the sale 
of the interest of the United States in the 
common stock of the Corporation; 

"( 11 > section 302, but only to the extent of 
<A> the creation and maintenance of the 
power and authority of the Corporation to 
operate rail service and to rehabilitate, im
prove, and modernize rail properties, and 
<B> the creation and maintenance of the 
powers of the Corporation as a railroad in 
any State in which it operates as of the sale 
date; 

"<12> section 303(b)(l) and (2), but only to 
the extent of establishing the legal effect of 
the conveyance of property ordered and of 
the deeds and other instruments executed, 
acknowledged, delivered, or recorded in con
nection therewith and the quality of title 
acquired in such property; 

"(13) section 303<b><3><B> with respect to 
the effect of an assignment, conveyance, or 
assumption as set forth in the last sentence 
of such subparagraph <B>; 

"<14> section 303<b><5>; 
"(15) section 303<b><6>. but only with re

spect to establishing and maintaining the 
rights of the Corporation with respect to, 
limiting its obligations with respect to, and 
establishing the status of, the employee 
pension and welfare benefit plans trans
ferred to the Corporation thereunder and 
with respect to the exclusivity of the juris
diction of the special court and the limita
tion of jurisdiction of other courts; 

"(16) section 303<e>; 
"<17> section 304, but only with respect to 

the finality of abandonments completed 
before the sale date pursuant to the author
ity thereof; 

"<18) section 305, but only as to the effect, 
and continuing administration, of supple
mental transactions consummated before 
the sale date; 

"<19> section 308, but only <A> as to the fi
nality of abandonments completed before 
the sale date and <B> as to abandonments of 
lines where a notice or notices of insuffi
cient revenues with respect to such lines 
have been filed before November 1, 1985; 

"(20) section 60Ha><2>, but only with re
spect to activities before the sale date; 

"(21) section 60Hb><2> and (b)(3), but only 
with respect to issuance of and transactions 
in any security of the Corporation before 
the sale date; 

"(22) section 702<e>; 
"(23> section 703; 
"(24> section 704; 
"(25) sections 706<a>. 707, and 708<a>, but 

only insofar as they establish part of the 
prevailing status quo for the Corporation's 
employees' rates of pay, rules, and working 
conditions, such provisions to continue to 
apply unless changed pursuant to section 6 
of the Railway Labor Act; 

"(26) section 709; 
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"<27> section 710<b><l>; 
"<28> section 711; and 
"<29) section 714, but only with regard to 

disputes or controversies specified in such 
section that arose before the sale date.". 
SEC. 4733. MISCELLANEOUS AMENDMENTS AND RE

PEALS. 
(a) REGIONAL RAIL REORGANIZATION ACT OF 

1973 REPEALS.-The following provisions of 
the Regional Rail Reorganization Act of 
1973 <together with any items relating to 
such provisions contained in the table of 
contents of such Act> are repealed: 

<1> Title IV <45 U.S.C. 761 through 769c). 
(2) Section 713 (45 U.S.C. 7971>. 
(b) REGIONAL RAIL REORGANIZATION ACT OF 

1973 AMENDMENTS.-( 1> Section 102 of the 
Regional Rail Reorganization Act of 1973 
<45 U.S.C. 702) is amended by inserting after 
paragraph (17) a new paragraph as follows: 

"<17A) 'sale date' means the date on which 
the initial public offering of the securities 
of the Corporation is closed under the Con
rail Privatization Act;". 

(2) Section 217<c> of the Regional Rail Re
organization Act of 1973 (45 U.S.C. 727<c» is 
amended by striking ", until the property" 
and all that follows, and inserting in lieu 
thereof "the statutory payment date of 
which, determined without regard to any 
extensions of time for filing, occurs on or 
before January 1 of the year in which the 
sale date occurs, but in no event before Jan
uary 1, 1987.". 

(3) Section 217<e> of such Act <45 U.S.C. 
727<e» is amended by striking "and shall 
collect". 

(C) AMENDMENTS AND REPEALS OF OTHER 
RAIL LAws.-<l><A> Section 1152 of the 
Northeast Rail Service Act of 1981 (45 
U.S.C. 1105) is amended-

(i) by inserting "or part 2 of the Conrail 
Privatization Act" after "subtitle" each 
place it appears; and 

(ii) in the second sentence of subsection 
(c), by inserting", as the case may be," after 
the insertion made by clause (i) of this sub
paragraph. 

<B><D The following provisions of the 
Northeast Rail Service Act of 1981 are re
pealed: 

(I) Section 1154 <45 U.S.C. 1107). 
(II) Section 1161 (45 U.S.C. 1110). 
<liD Section 1166 <45 U.S.C. 1114). 
(IV) Subsection (c) of section 1167 (45 

u.s.c. 1115). 
(ii) The items relating to such sections 

1154, 1161, and 1166 in the table of contents 
of such Act are repealed. 

<2> Section 501<8> of the Railroad Revital
ization and Regulatory Reform Act of 1976 
<45 U.S.C. 821<8)) is amended by striking out 
"(A)" and by striking out all that follows 
"improved asset utilization;". 

(3) Section 505 of the Railroad Revitaliza
tion and Regulatory Reform Act of 1976 <45 
U.S.C. 825) is amended-

<A> in subsection <a><l>. by striking out all 
after "railroad" through "1981)"; and 

<B> in subsection <b><2><C>. by striking out 
all after "costs" the second time it appears 
through "subsidy". 

<4> Subsection <b><l> of section 509 of the 
Railroad Revitalization and Regulatory 
Reform Act of 1976 (45 U.S.C. 829) is re
pealed. 

<5> Section 51l<e> of the Railroad Revital
ization and Regulatory Reform Act of 1976 
(45 U.S.C. 83l<e)) is amended-

<A> by striking out "(1)'' in the first para
graph; 

<B> by striking all that follows "time" in 
the first paragraph and inserting in lieu 
thereof a period; and 

<C> by striking out paragraph <2>. 
<6> Section 402 of the Rail Safety and 

Service Improvement Act of 1982 (45 U.S.C. 
825a> is repealed. 

<7> Section 10362<b><7><A> of title 49, 
United States Code, is amended by striking 
out "by the Consolidated Rail Corporation 
or". 

(d) PLAN FOR CONTINUATION OF RAIL SERV· 
ICE.-In the event the Corporation files for 
bankruptcy, the Secretary of Transporta
tion shall develop and submit to the appro
priate court a reorganization plan for the 
Corporation which maximizes rail service 
and transportation competition. Such court 
shall give substantial weight to the Secre
tary's plan. 
SEC. 4734. LIABILITY OF DIRECI'ORS. 

<a> IN GENERAL.-No person referred to in 
section 216(f)(8)(C)(i), (ii), or <iii> of the Re
gional Rail Reorganization Act of 1973 shall 
be liable, for money damages or otherwise, 
to any party by reason of the fact that such 
person is or was a director, if, with respect 
to the subject matter of the action, suit, or 
proceeding, such person was fulfilling a 
duty which such person in good faith rea
sonably believed to be required by law or 
vested in such person in his capacity as a di
rector of the Corporation, in connection 
with any action taken under this part. 

(b) ExCEPTION.-This section shall not 
apply to claims arising out of the Securities 
Act of 1933, the Securities Exchange Act of 
1934, or the Constitution or laws of any 
State, territory, or possession of the United 
States relating to transactions in securities, 
which claims are in connection with a public 
offering under section 4712 of this Act. 
SEC. 4735. CHARTER AMENDMENT. 

Within 60 days after the date of the en
actment of this Act, the Corporation shall 
amend its Articles of Incorporation to con
tain the following provision, which provi
sion shall not be subject to amendment or 
repeal: 

"It shall be a fundamental purpose of the 
Corporation to maintain continued rail serv
ice in its service area.". 
SEC. 4736. STATUS OF CONRAIL AFTER SALE. 

The Corporation shall be a rail carrier '\S 

defined in section 10102(19) of title 49, 
United States Code, notwithstanding this 
part. 
SEC. 4737. EFFECT ON CONTRACTS. 

Nothing in this part shall affect any obli
gation of the Corporation to carry out its 
transportation contracts and equipment 
leases, equipment trusts, and conditional 
sales agreements, in accordance with their 
terms. 
SEC. 4738. RESOLUTION OF CERTAIN ISSUES. 

(a) EMPLOYEE ISSUES.-Section 4724 com
pletely and finally-

< 1> extinguishes all employee rights, and 
any obligation of the United States, under 
section 401<e> of the Regional Rail Reorga
nization Act of 1973 as in effect immediately 
before the date of the enactment of this 
Act; 

(2) resolves any and all claims against the 
Corporation or any other entity arising 
under the Definitive Agreement referred to 
in section 4724<d><l>; 

<3> resolves all claims to pay entitlements 
arising out of the pay increase deferrals by 
present and former employees of the Corpo
ration under the Agreement of May 5, 1981, 
between Conrail and Certain Labor Organi
zations for Labor Contributions to Self-Suf
ficiency for Conrail; 

<4> resolves all issues raised by notices 
served by representatives of such employees 

under section 6 of the Railway Labor Act 
proposing repayment of or compensation 
for such deferrals; and 

(5) resolves all claims against the Railway 
Labor Executives' Association or the Corpo
ration by any adviser, consultant, or other 
person who has provided services to such as
sociation in connection with any matter re
ferred to in this part. 

(b) CORPORATION ACTIONS.-The Corpora
tion shall not be considered to be in breach, 
default, or violation of any agreement to 
which it is a party, notwithstanding any 
provision of such agreement, because of any 
provision of this part or any action the Cor
poration is required to take under this part. 

(C) RIGHT To SUE WITHDRAWN.-The 
United States hereby withdraws any stated 
or implied consent for the United States, or 
any agent or officer of the United States, to 
be sued by any person with respect to any 
claims for damages or other monetary com
pensation arising out of this part. 

PART 3-PROMOTION OF RAIL 
COMPETITION 

SEC. 4751. RAIL SERVICE CONTINUATION. 
(a) EMPLOYEE PROTECTION.-8ection 10901 

of title 49, United States Code, is amended 
by adding at the end the following new sub
sections: 

"(f) In granting authority to acquire or 
operate a railroad line under this section, 
the Commission shall provide for the pro
tection of the interests of affected railroad 
employees, other than employees provided 
long-term employment with the acquiring 
entity, no less protective to such employees 
than would be required under section 11347 
of this title. In no event shall an affected 
employee receive more than $25,000 for 
such purposes. The carrier operating such 
railroad line before the granting of such au
thority shall be responsible for making pay
ments required under this subsection. 

"(g)(l) In approving any acquisition under 
this section, the Commission shall require 
implementing agreements between the sell
ing carrier and the affected employees and 
between the acquiring entity and such af· 
fected employees. 

"(2)(A) The implementing agreement re
quired under paragraph < 1> between the 
selling carrier and the affected employees 
shall be as required by the conditions im
posed under section 11347 of this title. 

"(B) The implementing agreement re
quired under paragraph < 1 > between the ac
quiring entity and the affected employees 
shall only apply with respect to the selec
tion of forces. 

"(3) If the parties referred to in para
graph < 1 > are unable to complete an imple
menting agreement, the terms of an imple
menting agreement shall be determined 
through binding arbitration.". 

(b) PROTECTION IN CASE OF ABANDONMENTS 
OR SALEs.-section 10905 of such title is 
amended by adding at the end a new subsec
tion as follows: 

"(g)(l) In issuing any certification of 
abandonment or discontinuance under this 
section, the Commission shall include provi
sions at least as beneficial for the interests 
of employees as are required under section 
10903<b><2> of this title. 

"(2) If the Commission approves a trans
action under subsection <e>, the Commission 
shall include provisions at least as beneficial 
for the interests of employees as are re
quired under section 10901 of this title.". 

<c> CoLLECTIVE BARGAINING NoT AFFECT
ED.-No order under section 11344 of title 49, 
United States Code, shall affect the rights 
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of any carrier or its employees under the 
Railway Labor Act or applicable collective 
bargaining agreements, except insofar as is 
necessary to allow, by agreement, or by arbi
tration if required, the carrier to carry out 
the transaction approved by the Commis
sion in such order through adjustment of 
work forces, such as selection and assign
ment of forces. 
SEC. 4752. AGRICULTURE CONTRAcr DISCLOSURE. 

Section 10713<b> of title 49, United States 
Code, is amended by inserting "<1)" after 
"(b)''; and by adding at the end a new para
graph as follows: 

"<2><A> The essential terms of any con
tract for the transportation of agricultural 
commodities to be made available to the 
general public in tariff format under this 
subsection shall include, but shall not be 
limited to (i) the identity of the shipper 
party to the contract; <ii> the specific ori
gins, transit points and other shipper facili
ties subject to the contract, and destinations 
served under such contract; <iii> the dura
tion of the contract, including provisions for 
optional extension; <iv) the actual volume 
requirements, if any; <v> whether any trans
portation service has begun under a con
tract before the date such contract is filed 
with or approved by the Commission, and 
<vi> the date on which the contract became 
applicable to the transportation services 
provided under the contract. The Commis
sion shall interpret this subsection to pro
vide for liberal discovery to shippers seeking 
remedies under subsection <d><2><B> of this 
section. 

"<B> Any amendment, supplement, or 
change to any term or provision of any con
tract described in subparagraph <A>. includ
ing extensions of such contract, changes of 
origin, transit points, affected shipper facili
ties, destination points, or negotiated eco
nomic terms, shall be deemed to be a sepa
rate and new contract for the purposes of 
this subsection. Such amendments, supple
ments, or changes shall be filed separately 
with the Commission as provided in para
graph <1>. 

"(C) Within 60 days after the date of the 
enactment of the Conrail Privatization Act, 
the Commission shall issue regulations 
which require that essential terms of con
tracts described in subparagraph <A> shall 
be made available to the general public in 
tariff format as provided in this paragraph. 

"<D> The railroad contract rate advisory 
service established pursuant to subsection 
<m> of this section shall assess the impact 
on competition among agricultural shippers 
of variations between contract rates for var
ious shipments and the published single car 
rates, and shall submit a report to the Con
gress not later than 120 days after the date 
of the enactment of the Conrail Privatiza
tion Act.". 
SEC. 4753. BOXCAR PROVISION. 

The authority of the Commission to pro
mulgate that portion of the rule adopted by 
the Commission in Ex Parte No. 346 <Sub. 
No. 19> served September 12, 1986, consist
ing of small railroad protections, is hereby 
confirmed. 

Page 419, strike out line 12 and a~ that 
follows through page 552, line 2, and msert 
in lieu thereof the following: 

TITLE X-HOUSE COMMITTEE ON WAYS 
AND MEANS 

Subtitle A-OASDI Provisions 
Subtitle B-Provisions Relating to Public 

Assistance and Unemployment 
Taxes 

Subtitle C-Provisions Relating to Medicare 
and Health Programs 

Subtitle D-Revenue Provisions 
Subtitle A-OASDI Provisions 

SEC. 10001. ELIMINATION OF 3-PERCENT TRIGGER 
FOR COST-OF-LIVING INCREASES. 

(a) ELIMINATION OF TRIGGER.-8ection 
215(i)<l><B> of the Social Security Act is 
amended by striking out "with respect to 
which the applicable increase percentage is 
3 percent or more" and inserting in lieu 
thereof "with respect to which the applica
ble increase percentage is greater than 
zero". 

<b> CoNFORMING AMENDMENTs.-
(!) IN CURRENT LAW.-8ection 215(i) of 

such Act is further amended-
<A>(i) by striking out clause (i) in para

graph <2><C> and redesignating clauses <ii> 
and <iii> of such paragraph as clauses (i) and 
(ii), respectively, and 

(ii) by striking out "under clause <ii>" in 
clause <ii> of such paragraph as so redesig
nated and inserting in lieu thereof "under 
clause (i)"; 

<B> by inserting "and by section 10001 of 
the Omnibus Budget Reconciliation Act of 
1986" after "Social Security Amendments of 
1983" in paragraph <4>; and 

<C> by striking out "because the wage in
crease percentage was less than 3 percent" 
in paragraph <5><A>(i) and inserting in lieu 
thereof "because there was no wage increase 
percentage greater than zero". 

(2) IN APPLICABLE FORMER LAW.-8ection 
215(i) of such Act, as in effect in December 
1978 and applied in certain cases under the 
provisions of such Act in effect after De
cember 1978, is amended-

<A> by striking out ", by not less than 3 
per centum," in paragraph <l><B>; and 

<B> by striking out "<C><D Whenever" and 
all that follows down through "<ii> When
ever" in paragraph < 2 >< C > and inserting in 
lieu thereof "<C> Whenever". 

(C) TECHNICAL AMENDMENT TO SMI PRo
GRAM.-8ection 1839<f><2><A> of such Act is 
amended to read as follows: 

"<A> the monthly premium amount deter
mined under subsection <a><2> for that Jan
uary reduced by the amount <if any> by 
which the monthly benefit under section 
202 or 223 for that November, after the de
duction of the premium <disregarding sub
section (b)) for that individual for that De
cember and after rounding under section 
215<g>, would exceed the monthly benefit 
under section 202 or 223 for that December, 
after the deduction of the monthly premi
um amount determined under subsection 
<a><2> (disregarding subsection <b» for that 
individual for that January and after round
ing under section 215(g), or". 

(d) EFFECTIVE DATE.-(1) Except as provid
ed in paragraphs <2> and <3>. the amend
ments made by this section shall apply with 
respect to cost-of-living increases deter
mined under section 215(i) of the Social Se
curity Act <as currently in effect, and as in 
effect in December 1978 and applied in cer
tain cases under the provisions of such Act 
in effect after December 1978) in 1986 and 
subsequent years. 

<2> The amendments made by paragraphs 
<l><A> and <2><B> of subsection <b> shall 
apply with respect to months after Septem
ber 1986. 

<3> The amendment made by subsection 
(c) shall apply with respect to monthly pre
miums (under section 1839 of the Social Se
curity Act> for months after December 1986. 
SEC. 10002. DEPOSITS OF SOCIAL SECURITY CON-

TRIBUTIONS BY STATE AND LOCAL 
GOVERNMENT EMPLOYERS. 

(a) RETURNS AND PAYMENTS.-<1) Subchap
ter C of chapter 21 of the Internal ~evenue 

Code of 1954 is amended by redesignating 
section 3126 as section 3127, and by insert
ing after section 3125 the following new sec
tion: 
"SEC. 3126. RETURN AND PAYMENT BY GOVERN

MENTAL EMPLOYER. 
"If the employer is a State or political 

subdivision thereof, or an agency or instru
mentality of any one or more of the forego
ing, the return of the amount deducted and 
withheld upon any wages under section 3101 
and the amount of the tax imposed by sec
tion 3111 may be made by any officer or em
ployee of such State or political subdivision 
or such agency or instrumentality, as the 
case may be, having control of the payment 
of such wages, or appropriately designated 
for that purpose.". 

(2) The table of sections for subchapter C 
of chapter 21 of such Code is amended by 
striking out the last item and inserting in 
lieu thereof the following: 
"Sec. 3126. Return and payment by govern

mental employer. 
"Sec. 3127. Short title.". 

(b) TREATMENT OF SERVICE UNDER SECTION 
218 AGREEMENTS AS EMPLOYMENT PERFORMED 
BY EMPLOYEES.-

( 1) SERVICE TREATED AS EMPLOYMENT.-(A) 
Section 312l<b><7> of such Code is amend
ed-

(i) by striking out "; or" at the end of sub
paragraph <C> and inserting in lieu thereof 
a comma; 

<ii> by striking out the semicolon at the 
end of subparagraph <D> and inserting in 
lieu thereof ", or ", and 

<iii> by adding after subparagraph <D> the 
following new subparagraph: 

"<E> service included under an agreement 
entered into pursuant to section 218 of the 
Social Security Act;". 

<B> Section 1402(b) of such Code is 
amended by striking out "under an agree
ment entered into pursuant to the provi
sions of section 218 of the Social Security 
Act <relating to coverage of State employ
ees), or" in the flush sentence immediately 
following paragraph <2>. 

(2) INDIVIDUAL PERFORMING SERVICES TREAT· 
ED AS EMPLOYEE.-(A) Section 3121(d) of SUCh 
Code is amended by redesignating para
graph <3> as paragraph <4>. and by inserting 
after paragraph (2) the following new para
graph: 

"<3> any individual who performs services 
that are included under an agreement en
tered into pursuant to section 218 of the 
Social Security Act; or". 

<B> Section 3306<D of such Code is amend
ed by striking out "subparagraphs <B> and 
<C> of paragraph <3>" and inserting in lieu 
thereof "paragraph <3> and subparagraphs 
<B> and <C> of paragraph (4)". 

(C) CONFORMING AMENDMENTS IN SOCIAL SE
CURITY ACT.-(1) Subsections (e), (h), (i), (j), 

(q), <r>. <s>. and <t> of section 218 of the 
Social Security Act are repealed; and subsec
tions (f), (g), <k>. (1), <m>, <n>. <o>. (p), and 
<u> of such section are redesignated as sub
sections <e>. (f), (g), <h>, (i), (j), <k>. (1), and 
<m>, respectively. 

<2><A> Section 205(c)(1)(D)(i) of such Act 
is amended by inserting "<as in effect prior 
to December 31, 1986)" after "section 
218<e>". 

<B> Section 205<c><5><F><iii> of such Act is 
amended-

m by inserting "(as in effect prior to De
cember 31, 1986>" after "section 218", and 

<ii> by inserting "(as so in effect>" after 
"subsection (q) of such section". 
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<C> Section 218<d><6> of such Act is 

amended-
m by striking out "subsection (f)" in sub

paragraph <A> and inserting in lieu thereof 
"subsection <e>", and 

<ii> by striking out "subsection <f><l>" in 
subparagraph <F> and inserting in lieu 
thereof "subsection <e><l>". 

<D> Section 218<d><8><D> of such Act is 
amended by striking out "subsection <p>" 
and inserting in lieu thereof "subsection 
(1)". 

<E> Section 218<e><l> of such Act <as redes
ignated by paragraph <1 > of this subsection> 
is amended by striking out "Except as pro
vided in subsection <e><2>, any agreement" 
and inserting in lieu thereof "Any agree
ment". 

<F> Section 224<a><2><B> of such Act is 
amended by striking out "section 218(k)" 
and inserting in lieu thereof "section 
218(g)". 

(d) EFFECTIVE DATE.-The amendments 
made by this section are effective with re
spect to payments due with respect to wages 
paid after December 31, 1986, including 
wages paid after such date by a State <or po
litical subdivision thereof> that modified its 
agreement pursuant to the provisions of sec
tion 218<e><2> of the Social Security Act 
prior to the date of the enactment of this 
Act; except that in cases where, in accord
ance with the currently applicable schedule, 
deposits of taxes due under an agreement 
entered into pursuant to section 218 of the 
Socilil Security Act would be required 
within 3 days after the close of an eighth
month period, such 3-day requirement shall 
be changed to a 7-day requirement for 
wages paid prior to October 1, 1987, and to a 
5-day requirement for wages paid after Sep
tember 30, 1987, and prior to October 1. 
1988. For wages paid prior to October 1, 
1988, the deposit schedule for taxes imposed 
under sections 3101 and 3111 shall be deter
mined separately from the deposit schedule 
for taxes withheld under section 3402 if the 
taxes imposed under sections 3101 and 3111 
are due with respect to service included 
under an agreement entered into pursuant 
to section 218 of the Social Security Act. 

Subtitle B-Provisions Relating to Public 
Assistance and Unemployment Taxes 

SEC. 10101. MANDATORY PROVISION OF AID WITH 
RESPECT TO DEPENDENT CHILDREN 
IN TWO-PARENT FAMILIES. 

<a> REQUIREMENT THAT AID BE PRovmED.
Section 402<a> of the Social Security Act is 
amended-

(!) by striking out "and" after the semi
colon at the end of paragraph (38>; 

<2> by striking out the period at the end of 
paragraph <39) and inserting in lieu thereof 
";and"; and 

<3> by inserting immediately after para
graph (39) the following new paragraph: 

"(40) provide that payments of aid will be 
made under the plan with respect to de
pendent children of unemployed parents, in 
accordance with section 407.". 

(b) CONFORMING .A.MENDMENTS.-<1) Section 
407<b> of such Act is amended by striking 
out "(b) The provisions" and all that follows 
down through "<1 > requires" and inserting 
in lieu thereof the following: 

"(b) In providing for the payment of aid 
under the State's plan approved under sec
tion 402 in the case of families which in
clude dependent children within the mean
ing of subsection <a> of this section, as re
quired by section 402<a><40), the State's 
plan-

"<1> shall require". 

<2> Section 407<b><2> of such Act is amend
ed by striking out "provides-" and inserting 
in lieu thereof "shall provide-". 

(C) QUARTERS OF WoRK BASED ON EDUCA
TION OR TRAINING.-<1) Section 407(d)(l) of 
such Act is amended-

< A> by inserting "(A)" after "means a cal
endar quarter"; and 

<B> by inserting before the semicolon at 
the end thereof the following: ". or <B> if 
the State plan so provides <but subject to 
the last sentence of this subsection>. in 
which such individual (i) was in regular full
time attendance as a student at an elemen
tary or secondary school, <ii> was in regular 
full-time attendance in a course of vocation
al or technical training designed to fit him 
or her for gainful employment, or <ill> par
ticipated in an education or training pro
gram established under the Job Training 
Partnership Act". 

<2> Section 407(d) of such Act is further 
amended by adding at the end thereof 
<after and below paragraph < 4)) the follow
ing new sentence: "No individual shall be 
credited during his or her lifetime <for pur
poses of subsection <b><l><C><i» with more 
than 4 'quarters of work' based on attend
ance in a course or courses of vocational or 
technical training as described in paragraph 
<l><B><ii) of this subsection.". 

<3> Section 407<b>O><C><D of such Act is 
amended by inserting after "6 or more quar
ters of work <as defined in ·subsection 
(d)<l))" the following: ",including 2 or more 
quarters of work as defined in subsection 
<d><l><A>.". 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall become effective 
January 1. 1988. 
SEC. 10102. TARGETING UNDER INCOME AND ELIGI

BILITY VERIFICATION SYSTEM. 
Section 1137<a><4><C> of the Social Securi

ty Act is amended by inserting after "pay
ments" the following: ". and no State shall 
be required to use such information to 
verify the eligibility of all recipients". 
SEC. 10103. ANNUAL CALCULATION OF FEDERAL 

PERCENTAGE FOR AFDC PURPOSES. 
Section 9528<c> of the Consolidated Omni

bus Budget Reconciliation Act of 1985 <as 
added by section 462l<a> of this Act) is 
amended <effective as provided in section 
4621(b))-

(1 > by striking out "payment to a State 
under section 1903" and inserting in lieu 
thereof "payments to States under sections 
403 and 1903"; and 

<2> by inserting "with respect to either 
such section" after "shall not apply to a 
State". 
SEC. 10104. RATE OF FUTA TAX. 

<a> IN GENERAL.-Paragraph <1) of section 
3301 of the Federal Unemployment Tax Act 
is amended by striking out "1976" and in
serting in lieu thereof "1989 ". 

(b) EFFECTIVE DATE.-The amendment 
made by this section shall apply to remu
neration paid after December 31, 1986. 
Subtitle C-Provisions Relating to Medicare and 

Health Programs 
TABLE OF CONTENTS 

PART 1-PROVISIONS RELATING TO MEDICARE 
PART A ONLY 

Sec. 10201. Setting part A deductible at 
$500 for 1987. 

Sec. 10202. Applicable percentage increase 
in payments for inpatient hos
pital services. 

Sec. 10203. Limitation on payments for cap
ital-related costs for inpatient 
hospital services of DRG hos
pitals under medicare. 

Sec. 10204. Coverage of hospitals in Puerto 
Rico under DRG prospective 
payment system. 

Sec. 10205. Improving quality of care with 
respect to part A services. 

Sec. 10206. Off-budget treatment of Federal 
Hospital Insurance Trust Fund 
in fiscal year 1987. 

Sec. 10207. Technical amendments and mis
cellaneous provisions relating 
to part A. 

PART 2-PROVISIONS RELATING TO PARTS A 
ANDB 

Sec. 10221. Elimination of periodic interim 
payment system <PIP> for 
DRG hospitals and prompt 
payment for medicare provid
ers. 

Sec. 10222. Health maintenance organiza
tions and competitive medical 
plans. 

Sec. 10223. Provisions relating to improve
ment of quality of care. 

Sec. 10224. Technical amendments and mis
cellaneous provisions relating 
to parts A and B. 

PART 3-PROVISIONS RELATING TO MEDICARE 
PARTB 

Sec. 10231. Extension of premium payment 
provision through 1989. 

Sec. 10232. Payment for physicians' serv
ices, restrictions on reasonable 
charge limitations, and incen
tives for physician participa
tion. 

Sec. 10233. Payment rates for renal services 
and improvements in adminis
tration of end stage renal dis
ease networks and program. 

Sec. 10234. Technical amendments and mis
cellaneous provisions relating 
to part B. 

PART 4-lMPROVED REVIEW OF QUALITY BY 
PEER REVIEW ORGANIZATIONS 

Sec. 10241. Improved review of quality by 
peer review organizations. 

PART 5-AsSURING ACCESS TO HEALTH CARE 
Sec. 10251. Incentives for the establishment 

of State health insurance 
pools. 

Sec. 10252. COBRA technical amendments 
relating to continuation of em
ployer-based health insurance 
coverage. 

Sec. 10253. Continuation coverage for retir
ees in cases of bankruptcies. 

PART I-PROVISIONS RELATING TO 
MEDICARE PART A ONLY 

SEC. 10201. SETTING PART A DEDUCTIBLE AT $500 
FOR 1987. 

For purposes of part A of title XVIII of 
the Social Security Act, and notwithstand
ing any provision of such part to the con
trary, the inpatient hospital deductible 
<otherwise determined under section 1813(b) 
of such Act> for 1987 shall be $500. Such 
amount shall be applied-

(!) to inpatient hospital services furnished 
in 1987, 

<2> in computing, under section 1813<b><3> 
of such Act, the coinsurance amount for 
post-hospital expended care services fur
nished in 1987, and 

<3> in computing, under section 1818<d> of 
such Act, the monthly premium <under part 
A of title XVIII of such Act> for months in 
1987. 
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SEC. 10202. APPLICABLE PERCENTAGE INCREASE IN 

PAYMENTS FOR INPATIENT HOSPITAL 
SERVICES. 

<a> IN GENERAL.-Subclause <II> of section 
1886<b><3><B><D of the Social Security Act 
(42 U.S.C. 1395ww<b><3><B><D> is amended to 
read as follows: 

"<II> for fiscal year 1987, 1.0 percent, and 
for fiscal year 1988, the market basket per
centage increase <as defined in clause (ii)) 
minus 2.0 percentage points, and". 

(b) CONFORMING AMENDMENTS.-<1) Section 
1886(d)<3><A> of such Act is amended by 
striking "and 1986" and inserting ", 1986, 
1987, and 1988". 

(2) Section 1886<e><4> of such Act is 
amended-

<A> by striking "determine for each fiscal 
year <beginning with fiscal year 1987>" and 
inserting "recommend for fiscal year 1988 
an appropriate change factor for inpatient 
hospital services for discharges in that fiscal 
year and shall determine for each subse
quent fiscal year", and 

<B> by adding at the end the following 
new sentence: "The percentage change for 
subsection <d> hospitals and subsection (d) 
Puerto Rico hospitals may be different from 
that for other hospitals and may vary 
among such other hospitals.". 

<3> Section 1886(e)(5) of such Act is 
amended-

< A> by striking "June 1 before each fiscal 
year <beginning with fiscal year 1986)" and 
inserting "April 1 before fiscal year 1988 
and the June 1 before each subsequent 
fiscal year", and 

<B> by inserting "recommendation or" 
before "determination" each place it ap
pears. 

(C) EFFECTIVE DATE.-The amendment 
made by subsection <a> shall apply to cost 
reporting periods beginning on or after Oc
tober 1, 1986 and, for purposes of section 
1886<d> of the Social Security Act, for dis
charges occurring on or after October 1, 
1986. 

(d) PROMULGATION OF NEW RATE.-The 
Secretary of Health and Human Services 
shall provide, within 30 days after the date 
of the enactment of this Act but in no case 
later than October 1, 1986, for the republi
cation of the determination described in sec
tion 1886<e><S> of the Social Security Act, 
taking into account the amendments made 
by this section, without regard to the provi
sions of chapter 5 of title 5, United States 
Code. 
SEC. 10203. LIMITATION ON PAYMENTS FOR CAP· 

ITAL-RELATED COSTS FOR INPATIENT 
HOSPITAL SERVICES OF DRG HOSPI· 
TALS UNDER MEDICARE. 

<a> IN GENERAL.-Section 1886(g) of the 
Social Security Act (42 U.S.C. 1395ww(g)) is 
amended by adding at the end the following 
new paragraph: 

"<3><A> Notwithstanding section 
186l<v><1>, in determining the amount of 
the hospital capital payments <as defined in 
subparagraph <D», the Secretary shall pro
vide for a reduction by such percentage <in 
this section referred to as the 'capital reduc
tion percentage') in such payments as is nec
essary to provide that the aggregate amount 
of hospital capital payments attributable to 
portions of hospital cost reporting periods 
occurring in fiscal year 1987, in fiscal year 
1988, and in fiscal year 1989, does not 
exceed 110 percent, 120 percent, and 130 
percent, respectively, of the aggregate 
amount of such payments attributable to 
portions of hospital cost reporting periods 
occurring in fiscal year 1986, adjusted in ac
cordance with subparagraph <C>. 

"(B) The Secretary shall determine the 
capital reduction percentage based upon the 
best information available before the begin
ning of the fiscal year involved and interim 
and final payments shall be made on the 
basis of such percentage. Such percentage 
shall not be subject to change after the date 
it is promulgated in final form. 

"(C) In computing the hospital capital 
payments attributable to portions of cost re
porting periods occurring in fiscal year 1986 
in the computing the limitation on hospital 
capital payments under subparagraph <A> 
attributable to portions of cost reporting pe
riods occurring in-

"(i) fiscal year 1987, there shall be ex
cluded 25 percent, 

"(ii) fiscal year 1988, there shall be ex
cluded 50 percent, 

"<iii> fiscal year 1989, there shall be ex
cluded 75 percent, 
of the amount of the hospital capital pay
ments <attributable to portions of cost re
porting periods occuring in fiscal year 1986) 
that are attributable to a return on equity 
capital. 

"(D) In this paragraph, the term 'hospital 
capital payments' means the payments that 
may be made under part A of this title with 
respect to the allowable capital-related costs 
<as defined by the Secretary) of inpatient 
hospital services for subsection (d) hospitals 
and subsection (d) Puerto Rico hospitals.". 

(b) PuBLICATION OF CAPITAL REDUCTION 
PERCENTAGE.-Section 1886(e)(4) of such Act 
is amended by inserting before the period at 
the end the following: "and shall determine 
for each fiscal year the capital reduction 
percentage which should be effected under 
subsection (g)(3) for that fiscal year". 

(C) No ADMINISTRATIVE OR JUDICIAL 
REVIEW.-Section 1886(d)(7) of such Act is 
amended-

(1) by striking "and" at the end of sub
paragraph <A>. 

<2> by striking the period at the end of 
subparagraph <B> and inserting", and", and 

(3) by adding at the end the following new 
subparagraph: 

"(C) the determination of a capital reduc
tion percentage under subsection (g)(3).". 

(d) EFFECTIVE DATE.-
(1) IN GENERAL.-The amendments made 

by this section shall apply to payments for 
capital-related costs attributable to portions 
of cost reporting periods occurring on or 
after October 1, 1986. 

(2) TRANSITION.-The Secretary of Health 
and Human Services shall cause to have 
published in the Federal Register, by not 
later than 30 days after the date of the en
actment of this Act or, if earlier, by October 
1, 1986, the capital reduction percentage de
termined under section 1886(g)(3) for pay
ments for capital-related costs attributable 
to portions of hospital cost reporting peri
ods that occur during fiscal year 1987. In 
promulgating such percentage for such 
fiscal year, the provisions of chapter 5 of 
title 5, United States Code, and of chapter 
35 of title 41 of such Code, shall not apply. 
SEC. 10204. COVERAGE OF HOSPITALS IN PUERTO 

RICO UNDER A DRG PROSPECTIVE 
PAYMENT SYSTEM. 

<a> IN GENERAL.-Section 1886(d) of the 
Social Security Act (42 U.S.C. 1395ww<d» is 
amended by adding at the end the following 
new paragraph: 

"<9><A> Notwithstanding section 1814(b) 
but subject to the provisions of section 1813, 
the amount of the payment with respect to 
the operating costs of inpatient hospital 
services of a subsection (d) Puerto Rico hos
pital for inpatient hospital discharges in a 

fiscal year beginning on or after October 1, 
1986, is equal to the sum of-

"(i) 75 percent of the Puerto Rico adjust
ed DRG prospective payment rate <deter
mined under subparagraph <B> or <C» for 
such discharges, and 

"(ii) 25 percent of the average of-
"(1) the national adjusted DRG prospec

tive payment rate <determined under para
graph (3)(D)) for hospitals located in an 
urban area, and 

"<II> such rate for hospitals located in a 
rural area, 
for such discharges, adjusted in the manner 
provided in paragraph <3><E> for different 
area wage levels. 
As used in this section, the term 'subsection 
<d> Puerto Rico hospital' means a hospital 
that is located in Puerto Rico and that 
would be a subsection (d) hospital <as de
fined in paragraph <l><B» if it were located 
in one of the fifty States. 

"<B> The Secretary shall determine a 
Puerto Rico adjusted DRG prospective pay
ment rate, for each inpatient hospital dis
charge in fiscal year 1987 involving inpa
tient hospital services of a subsection (d) 
Puerto Rico hospital for which payment 
may be made under part A of this title. 
Such rate shall be determined for such hos
pitals located in urban or rural areas within 
Puerto Rico, as follows: 

"(i) The Secretary shall determine the 
target amount <as defined in subsection 
(b)(3)(A)) for the hospital for the cost re
porting period beginning in fiscal year 1986 
and increase such amount by the applicable 
percentage increase <as defined in subsec
tion (b)(3)(B)) for fiscal year 1987. 

"(ii) The Secretary shall standardize the 
amount determined under clause <D for 
each hospital by-

"(1) excluding an estimate of indirect med
ical education costs, 

"<II> adjusting for variations among hospi
tals by area in the average hospital wage 
level, and 

"(Ill) adjusting for variations in case mix 
among hospitals. 

"(iii) The Secretary shall compute an av
erage of the standardized amounts deter
mined under clause <ii> for all hospitals lo
cated in an urban area and for all hospitals 
located in a rural area <as such terms are de
fined in paragraph (2)(D)). 

"(iv> The Secretary shall reduce the aver
age standardized amount by a proportion 
equal to the proportion <estimated by the 
Secretary) of the amount of payments 
under this paragraph which are additional 
payments described in subparagraph <D><D 
<relating to outlier payments) or in subpara
graph <D><v> <relating to disproportionate 
share payments) for subsection (d) Puerto 
Rico hospitals. 

"<v> For each discharge classified within a 
diagnosis-related group for hospitals located 
in an urban or rural area, respectively, the 
Secretary shall establish a Puerto Rico 
DRG prospective payment rate equal to the 
product of-

"(1) the average standardized amount 
<computed under clause (iii) and reduced 
under clause <iv)) for hospitals located in an 
urban or rural area, respectively, and 

"<II> the weighting factor (determined 
under paragraph <4><B» for that diagnosis
related group. 

"<vD The Secretary shall adjust the pro
portion <as estimated by the Secretary from 
time to time> of hospitals' costs which are 
attributable to wages and wage-related 
costs, of the Puerto Rico DRG prospective 
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payment rate computed under clause <v> for 
area differences in hospital wage levels by a 
factor <established by the Secretary) reflect
ing the relative hospital wage level in the 
geographic area of the hospital compared to 
the Puerto Rican average hospital wage 
level. 

"(C) The Secretary shall determine a 
Puerto Rico adjusted DRG prospective pay
ment rate, for each inpatient hospital dis
charge after fiscal year 1987 involving inpa
tient hospital services of a subsection (d) 
Puerto Rico hospital for which payment 
may be made under part A of this title. 
Such rate shall be determined for hospitals 
located in urban or rural areas within 
Puerto Rico as follows: 

"(1) The Secretary shall compute an aver
age standardized amount for hospitals locat
ed in an urban area and for hospitals locat
ed in a rural area equal to the respective av
erage standardized amount computed for 
the previous fiscal year under subparagraph 
<B><iii> or under this clause, increased for 
fiscal year 1988 by the applicable percent
age increase under subsection (b)(3)(B), and 
adjusted for subsequent fiscal years in ac
cordance with the final determination of 
the Secretary under subsection (e)(4), and 
adjusted to reflect the most recent case-mix 
data available. 

"(ii) The Secretary shall reduce each of 
the average standardized amounts by a pro
portion equal to the proportion <estimated 
by the Secretary) of the amount of pay
ments under this paragraph which are addi
tional payments described in subparagraph 
<D><D <relating to outlier payments> or in 
subparagraph <D><v> <relating to dispropor
tionate share payments> for subsection (d) 
Puerto Rico hospitals. 

"(iii) For each discharge classified within 
a diagnosis-related group for hospitals locat
ed in an urban or rural area, respectively, 
the Secretary shall establish a Puerto Rico 
DRG prospective payment rate equal to the 
product of-

"(l) the average standardized amount 
<computed under clause (i) and reduced 
under clause (ii)) for hospitals located in an 
urban or rural area, respectively, and 

"<ID the weighting factor <determined 
under paragraph (4)(B)) for that diagnosis
related group. 

"(iv) The Secretary shall adjust the pro
portion <as estimated by the Secretary from 
time to time) of hospitals' costs which are 
attributable to wages and wage-related 
costs, of the Puerto Rico DRG prospective 
payment rate computed under clause <iii> 
for area differences in hospital wage levels 
by a factor <established by the Secretary) 
reflecting the relative hospital wage level in 
the geographic area of the hospital com
pared to the Puerto Rican average hospital 
wage level. 

"(D) The following provisions of para
graph (5) shall apply to subsection <d> 
Puerto Rico hospitals receiving payment 
under this paragraph in the same manner 
and to the extent as they apply to subsec
tion (d) hospitals receiving payment under 
this subsection: 

"(i) Subparagraph <A> <relating to outlier 
payments), except that the total amount of 
additional payments made under this clause 
in a fiscal year may not be less than 5 per
cent nor more than 6 percent of the total 
payments projected or estimated to be made 
under this paragraph for discharges in that 
year. 

"(ii) Subparagraph <B> <relating to pay
ments for indirect medical _education costs), 
except that for this purpose the sum of the 

amount determined under subparagraph <A> 
of this paragraph and the amount paid to 
the hospital under clause (i) of this subpara
graph shall be substituted for the sum re
ferred to in paragraph (5)(B)(i)(l). 

"(iii) Subparagraph (C)(iii) <relating to ex
ceptions and adjustments). 

"(iv) Subparagraph <E> <relating to pay
ments for costs of certified registered nurse 
anesthetists>. 

"(v) Subparagraph <F> <relating to dispro
portionate share payments), except that for 
this purpose the sum described in clause <ii> 
of this subparagraph shall be substituted 
for the sum referred to in paragraph 
(5 )(F)(ii)(l). ". 

(b) CONFORMING AMENDMENTS.-(!) The 
first sentence of section 1886(d)(5)(C)(i) of 
such Act is amended by inserting "(other 
than under paragraph (9))" after "estab
lished under this subsection". 

<2> The second and third sentences of sec
tion 1886(d)<5><C><iD of such Act are each 
amended by inserting "(other than under 
paragraph (9))" after "payment amounts 
under this subsection". 

(C) NO RESTANDARDIZATION OF NATIONAL 
LEVELS TO REFLECT INCLUSION OF PuERTO 
Rrco.-The Secretary of Health and Human 
Services shall not restandardize or other
wise adjust the national DRG prospective 
payment rates otherwise determined under 
section 1886<d> of the Social Security Act to 
take into account changes in the payments 
provided to subsection (d) Puerto Rico hos
pitals under the amendment made by sub
section (a). 

(d) EFFECTIVE DATE.-The amendments 
made by this section shall apply to cost re
porting periods beginning on or after Octo
ber 1, 1986. The Secretary of Health and 
Human Services shall issue such regula
tions, by not later than October 1, 1986, as 
are necessary to implement such amend
ments in a timely manner, without regard to 
the provisions of chapter 5 of title 5, United 
States Code. 
SEC. 10205. IMPROVING QUALITY OF CARE WITH 

RESPECT TO PART A SERVICES. 
(a) REFINEMENT OF PROSPECTIVE PAYMENT 

SYSTEM.-
(!) DEVELOPMENT OF LEGISLATIVE PROPOS

AL.-The Secretary of Health and Human 
Services shall develop and submit to Con
gress a specific legislative proposal to im
prove the classification and payment system 
under section 1886(d) of the Social Security 
Act <and, as appropriate, the system for 
payment of outliers under section 
1886(d)(5)(A) of such Act) in order to assure 
that the amount of payment per discharge 
approximates the cost of medically neces
sary care provided in an efficient manner 
for individual patients or classes of patients 
with similar conditions. 

(2) ACCOUNTING FOR SEVERITY OF ILLNESS.
ln developing the proposal, the Secretary 
shall account for variations in severity of ill
ness and case complexity which are not ade
quately accounted for by the current classi
fication and payment system. 

(3) DEADLINE.-The proposal shall be sub
mitted to Congress by not later than 2 years 
after the date of the enactment of this Act. 

(b) REQUIRING NOTICE OF HOSPITAL DIS
CHARGE RIGHTS.-

( 1) REQUIREMENT FOR HOSPITALS TO PROVIDE 
STATEMENT.-Section 1866(a)(l) of the Social 
Security Act (42 U.S.C. 1395cc(a)(1)), as 
amended by section 10207<e><6><A> of this 
subtitle, is amended-

<A> by striking "and" at the end of sub
paragraph (J), 

<B> by striking the period at the end of 
subparagraph <K> and inserting", and", and 

(C) by inserting after subparagraph <K> 
the following new subparagraph: 

"(L) in the case of hospitals, to provide to 
each individual who is entitled to benefits 
under part A <or to a legally responsible 
person or persons acting on the individual's 
behalf), at or about the time of the individ
ual's admission as an inpatient to the hospi
tal, a written statement (containing such 
language as the Secretary prescribes con
sistent with this paragraph) which ex
plains-

"(i) the individual's rights to benefits for 
inpatient hospital services and for post-hos
pital services under this title, 

"(ii) the circumstances under which such 
an individual will and will not be liable for 
charges for continued stay in the hospital, 

"(iii) the individual's right to appeal deni
als of benefits for continued inpatient hos
pital services, including the practical steps 
to initiate such an appeal, and 

"<iv) the individual's liability for payment 
for services if such a denial of benefits is 
upheld on appeal, 
and which provides such additional informa
tion as the Secretary may specify." 

(2) EFFECTIVE DATE.-The Secretary of 
Health and Human Services shall first pre
scribe the language required under section 
1866(a)(l)(L) of the Social Security Act not 
later than six months after the date of the 
enactment of this Act. The requirement of 
such section shall apply to admissions to 
hospitals occurring on such date <not later 
than 60 days after the date such language is 
first prescribed) as the Secretary shall pro
vide. 

(C) REQUIRING HOSPITALS To PROVIDE Drs
CHARGE PLANNING PROCESS.-

(!) REQUIREMENT AS CONDITION OF PARTICI
PATION.-Section 1861(e)(6) of the Social Se
curity Act <42 U.S.C. 1395x(e)(6)) is amend
ed-

<A> by inserting "(A)'' after "(6)", and 
<B> by inserting before the semicolon at 

the end the following: "and <B> has in place 
a discharge planning process that meets the 
requirements of subsection <ee)". 

(2) DISCHARGE PLANNING PROCESS DEFINED.
Section 1861 of such Act is further amended 
by adding at the end the following new sub
section: 

"Discharge planning process 
"(ee)(l) A discharge planning process of a 

hospital shall be considered sufficient if it is 
applicable to services furnished by the hos
pital to individuals entitled to benefits 
under this title and if it meets the guide
lines and standards established by the Sec
retary under paragraph (2). 

"(2) The Secretary shall develop guide
lines and standards for the discharge plan
ning process in order to ensure a timely and 
smooth transition to the most appropriate 
type of and setting for post-hospital or re
habilitative care. The guidelines and stand
ards shall include the following: 

"(A) The hospital must identify, at an 
early stage of hospitalization, those patients 
who are likely to suffer adverse health con
sequences upon discharge in the absence of 
adequate discharge planning. 

"(B) Hospitals must provide a discharge 
planning evaluation for patients identified 
under subparagraph <A> and for other pa
tients upon the request of the patient, pa
tient's representative, or patient's physician. 

"<C> Any discharge planning evaluation 
must be made on a timely basis to ensure 
that appropriate arrangements for post-hos-
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pital care will be made before discharge and 
to avoid unnecessary delays in discharge. 

"<D> A discharge planning evaluation 
must include an evaluation of a patient's 
likely need for appropriate post-hospital 
services and the availability of those serv
ices. 

"<E> The discharge planning evaluation 
must be included in the patient's medical 
record for use in establishing an appropriate 
discharge plan and the results of the evalua
tion must be discussed with the patient <or 
the patient's representative>. 

"<F> Upon the request of a patient's physi
cian, the hospital must arrange for the de
velopment and initial implementation of a 
discharge plan for the patient. 

"<G> Any discharge planning evaluation 
or discharge plan required under this para
graph must be developed by, or under the 
supervision of, a registered professional 
nurse, social worker, or other appropriately 
qualified personnel." 

(3) EPn:c'1' OF ACCREDITATION.-The second 
sentence of section 1865(a) of such Act (42 
U.S.C. 1395bb<a» is amended-

<A> by inserting ", requires a discharge 
planning process <or imposes another re
quirement which serves substantially the 
same purpose)," after "the same purpose)", 
and 

<B> by inserting "clause <A> or <B> of" 
after "comply also with". 

(4) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to hos
pitals as of one year after the date of the 
enactment of this Act. 

(d) REVIEW OF STANDARDS FOR MEDICARE 
CONDITIONS OF PARTICIPATION FOR AsSURING 
QUALITY OF INPATIENT HOSPITAL SERVICES.
The Secretary of Health and Human Serv
ices shall arrange for a study of the adequa
cy of the standards used for hospitals, for 
purposes of meeting the conditions of par
ticipation under title XVIII of the Social Se
curity Act, in assuring the quality of serv
ices furnished in hospitals. The Secretary 
shall report to Congress on the results of 
the study by not later than 2 years after the 
date of the enactment of this Act. 

(e) STUDY OF PAYMENT FOR ADMINISTRA
TIVELY NECESSARY OAYS.-

(1) IN GENERAL.-The Secretary of Health 
and Human Services shall conduct a study 
to determine whether a payment should be 
made (in a budget-neutral manner under 
title XVIII of such Act to hospitals receiv
ing payments under section 1886<d> of such 
Act> to a hospital for administratively nec
essary days, separate from the per-discharge 
and outlier payments made under such sec
tion. 

(2) ADMINISTRATIVELY NECESSARY DAYS DE
FINED.-In this subsection, an "administra
tively necessary day" is a day of continued 
inpatient hospital stay, for an individual en
titled to benefits under part A of title XVIII 
of the Social Security Act, necessitated by a 
delay in obtaining placement for the indi
vidual in a skilled nursing facility. 

(3) CONSIDERATIONS IN CONDUCTING 
STUDY.-In conducting the study, the Secre
tary shall consider-

<A> the need for such a payment in order 
to minimize-

(i) the disproportionate financial impact 
of current law on certain hospitals <or hos
pitals in certain locations> due to difficulties 
in arranging for appropriate post-hospital 
care such as difficulties resulting from a 
sho~tage of beds in skilled nursing facilities 
where those hospitals are located and from 
the source of payment for such care, and 

<ii> the risk of inappropriate discharge to 
a non-institutional' or inappropriate institu-

tional setting of individuals who need post
hospital services in a skilled nursing facility, 
and 

<B> the administrative mechanisms that 
can be used to prevent inappropriate pay
ments for administratively necessary days. 

(4) REPORT ON STUDY.-The Secretary shall 
report to Congress on the results of the 
study not later than January 1, 1988. 

(f) CONTINUING OF FAVORABLE PREsUKP
TION OF WAIVER OF LIABILITY FOR SKILLED 
NURSING FACILITIES, HOME HEALTH AGEN
CIES, AND HOSPICE PROGRAMS.-

( 1 > IN GENERAL. -Section 1879 of the Social 
Security Act <42 U.S.C. 1395pp) is amended 
by adding at the end the following new sub
section: 

"<f><l><A> A skilled nursing facility which 
meets the applicable requirements of para
graphs (3) and <4> shall be presumed to 
meet the requirement of subsection <a><2> 
with respect to denials of coverage by 
reason of section 1862<a><1> or <9>. 

"<B> A home health agency which meets 
the applicable requirements of paragraphs 
<3> and <4> shall be presumed to meet there
quirement of subsection <a><2> with respect 
to denials of coverage by reason of section 
1862<a><l> or <9>. 

"<C> A hospice program which meets the 
applicable requirements of paragraphs (3) 
and < 4 > shall be presumed to meet the re
quirement of subsection <a><2> with respect 
to denials of coverage by reason of section 
1862<a><l> or (9). 

"(2) The presumption of paragraph <1> 
with respect to specific services may be re
butted by actual or imputed knowledge of 
the facts described in subsection <a><2>, in
cluding any of the following: 

"<A> Notice by the fiscal intermediary of 
the fact that payment may not be made 
under this title with respect to the services. 

"<B> In the case of a skilled nursing facili
ty, the committee or group responsible for 
the conduct of utilization review for the fa
cility has informed the facility that pay
ment may not be made under this title with 
respect to the services. 

"(C) It is clear and obvious that the pro
vider should have known at the time the 
services were furnished that they were ex
cluded from coverage. 

"(3) The requirements of this paragraph 
are as follows: 

"<A> The facility, agency, or program com
plies with requirements of the Secretary 
under this title respecting timely submittal 
of bills for payment and medical documen
tation. 

"<B> The facility, agency, or program has 
reasonable procedures to notify promptly 
each patient <and the patient's physician> 
where it is determined that a patient is 
being or will be furnished items or services 
which are excluded from coverage under 
this title. 

"(4) The requirement of this paragraph is 
that, on the basis of bills submitted during 
the previous quarter, the rate of denial of 
bills by reason of section 1862<a><l> or (9) 
for-

"(A) a skilled nursing facility does not 
exceed 5 percent, computed based on days 
of post-hospital extended care services 
billed, 

"<B> a home health agency does not 
exceed 2.5 percent, computed based on visits 
for home health services billed, or 

"(C) a hospice program does not exceed 
2.5 percent, computed based on visits for 
hospice care billed. 

"(5) The Secretary shall report annually 
to Congress-

"<A> information on the frequency and 
distribution <by type of provider> of denials 
referred to in paragraph (4), including-

"(i) the reasons for such denials, 
"<ii> the extent to which payments were 

nonetheless made because of this section, 
and 

"<iii) the rate of reversals of such denials, 
and 

"(B) such other information as may be ap
propriate to evaluate the appropriateness of 
the percentage standards established under 
paragraph <4>. 

"(6) In this subsection, the term 'fiscal in
termediary' means, with respect to a skilled 
nursing facility, home health agency, or 
hospice program an agency or organization 
with an agreement under section 1816 with 
respect to the facility, agency, or program.". 

(2) REPEALING DUPLICATIVE PROVISIONS.
Section 9205 of the Consolidated Omnibus 
Budget Reconciliation Act of 1985, and sub
section <c> of section 9126 of such Act, are 
repealed. 

(3) EFFECTIVE DATE.-(A) Except as provid
ed in subparagraph <B>, the amendments 
made by paragraphs <1> and <2> shall apply 
to services furnished on or after the date of 
the enactment of this Act, and before Octo
ber 1, 1989. 

<B> The amendments made by paragraph 
<1 > shall apply to hospice care furnished (i) 
on or after the first day of the first month 
that begins at least 6 months after the date 
of the enactment of this Act and (ii) before 
October 1, 1989. 

(g) EXTENSION OF WAIVER OF LIABILITY 
PROVISIONS TO CERTAIN COVERAGE DENIALS 
FOR HOME HEALTH SERVICES.-

(1) IN GENERAL.-Section 1879 of the Social 
Security Act <42 U.S.C. 1395pp), as amended 
by subsection (f), is further amended-

<A> in subsection <a><l>. by inserting "or 
by reason of a coverage denial described in 
subsection (g)" after "section 1862<a> <1> or 
(9)"; 

(B) in the first sentence of subsection <a>, 
by inserting "and as though the coverage 
denial described in subsection (g) had not 
occurred" before the period at the end; 

<C> in the third sentence of subsection <a>. 
by inserting "or by reason of a coverage 
denial described in subsection (g)" after 
"section 1862<a> (1) or <9>"; 

<D> in subsection <c>, by inserting "or by 
reason of a coverage denial described in sub
section (g)" after "section 1862(a) (1) or 
(9)"; 

<E> in subsection (f)(l)(B)-
(i) by inserting "(i)" after "applicable re

quirements", and 
(ii) by inserting before the period at the 

end the following: "or <ii) of paragraphs <3> 
and <5> shall be presumed to meet the re
quirement of subsection <a><2> with respect 
to any coverage denial described in subsec
tion (g)"; 

<F> in subsection <f>-
(i) in paragraph (5), by striking "para

graph (4)" each place it appears and insert
ing "paragraphs <4> and (5)", 

(ii) by redesignating paragraphs (5) and 
<6> as paragraph (6) and (7), respectively, 
and 

(iii) by inserting after paragraph (4) the 
following new paragraph: 

"(5) The requirement of this paragraph is 
that, on the basis of bills submitted by a 
home health agency during the previous 
quarter, the rate of denial of bills for the 
agency by reason of a coverage denial de
scribed in subsection (g) does not exceed 2.5 
percent, computed based on visits for home 
health services billed."; and 
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< G > by adding at the end the 

following new subsection: 
"(g) The coverage denial described in this 

subsection is, with respect to the provision 
of home health services to an individual, a 
failure to meet the requirements of section 
1814<a><2><C> or section 1835<a><2><A> in 
that the individual-

"(!) is or was not confined to his home, or 
"(2) does or did not need skilled nursing 

care on an intermittent basis or physical, 
speech, or occupational therapy.'' 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph (1) shall apply to serv
ices furnished on or after the first day of 
the first month that begins more than 90 
days after the date of the enactment of this 
Act; except that the amendments made by 
paragraphs <l><E> and <l><F><iii> shall not 
apply to services furnished on or after Octo
ber 1, 1989. 

(h) DEVELOPMENT OF UNIFORM NEEDS As
SESSMENT INSTRUMENT.-

(!) DEVELOPMENT.-The Secretary of 
Health and Human Services shall develop a 
uniform needs assessment instrument that

<A> evaluates-
(i) the functional capacity of an individ

ual, 
<ii> the nursing and other care require

ments of the individual to meet health care 
needs and to assist with functional incapaci
ties, and 

(iii) the social and familial resources avail
able to the individual to meet those require
ments; and 

<B> can be used by discharge planners, 
hospitals, nursing facilities, other health 
care providers, and fiscal intermediaries in 
evaluating an individual's need for post-hos
pital extended care services, home health 
services, and long-term care services of a 
health-related or supportive nature. 
The Secretary may develop more than one 
such instrument for use in different situa
tions. 

(2) ADVISORY PANEL.-The Secretary shall 
develop any instrument in consultation with 
an advisory panel, appointed by the Secre
tary, that includes experts in the delivery of 
post-hospital extended care services, home 
health services, and long-term care services 
and includes representatives of hospitals, of 
physicians, of skilled nursing facilities, of 
home health agencies, of long-term care 
providers, of fiscal intermediaries, and of 
medicare beneficiaries. 

(3) REPORT ON INSTRUMENT.-The Secre
tary shall report to Congress, not later than 
1 year after the date of the enactment of 
this Act, on the instrument or instruments 
developed under this section. The report 
shall include an evaluation of the advan
tages and disadvantages of using the instru
ment or instruments as the basis for deter
mining whether payment should be made 
for post-hospital extended care services and 
home health services provided to individuals 
entitled to benefits under part A of title 
XVIII of the Social Security Act. 

(i) ExPEDITED REVIEW BY FISCAL INTERME
DIARIES.-

<1> IN GENERAL.-Section 1879 of the Social 
Security Act <42 U.S.C. 1395pp), as amended 
by subsections (f) and (g), is further amend
ed by adding at the end the following new 
subsection: 

"(h) The Secretary shall develop proce
dures to expedite the determination of 
whether initial claims submitted for post
hospital extended care services, home 
health services, and hospice care provided 
<or to be provided> to an individual may be 
reimbursed under this title, so as to mini-

mize the time between <1 > when the provid
er first provides the services to the individ
ual, and <2> when the provider first receives 
notice of an initial determination on wheth
er or not payment may be made under this 
title for some or all of the services provided 
the individual." 

<2> EFFECTIVE DATE.-The Secretary of 
Health and Human Services shall provide 
for the expedited procedures described in 
section 1879<h> of the Social Security Act 
not later than one year after the date of the 
enactment of this Act. 

(j) INCLUDING IN ANNuAL REPORTS ON PRo
SPECTIVE PAYMENT SYSTEM INFORMATION ON 
QuALITY OF PosT-HosPITAL CARE.-

<1> IN GENERAL.-Section 603<a><2> of the 
Social Security Amendments of 1983 is 
amended-

< A> by striking "1987" in subparagraph 
<A> and inserting "1989", and 

<B> by adding at the end the following 
new subparagraph: 

"(E) In each annual report to Congress 
under subparagraph <A>. the Secretary shall 
include-

"(i) an evaluation of the adequacy of the 
procedures for assuring quality of post-hos
pital services furnished under title XVIII of 
the Social Security Act, 

"(ii) an assessment of problems that have 
prevented groups of medicare beneficiaries 
<including those eligible for medical assist
ance under title XIX of such Act> from re
ceiving appropriate post-hospital services 
covered under such title, and 

"<iii> information on reconsiderations and 
appeals taken under title XVIII of such Act 
with respect to payment for post-hospital 
services.". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph <l><B> shall apply tore
ports for years beginning with 1986. 

(k) PRIOR AUTHORIZATION DEMONSTRATION 
PROJECT.-

(1) IN GENERAL.-The Secretary of Health 
and Human Services shall conduct a demon
stration program concerning prior authori
zation for post-hospital extended care serv
ices and home health services furnished 
under part A of title XVIII of the Social Se
curity Act. 

<2> ScoPE.-The program shall include at 
least four projects and shall be implemented 
by not later than July 1, 1987. 

(3) CONSULTATION.-The program shall be 
developed in consultation with an advisory 
panel that includes experts in the delivery 
of post-hospital extended care services, 
home health services, and long-term care 
services and includes representatives of hos
pitals, of physicians, of skilled nursing fa
cilities, of home health agencies, of long
term care providers, of fiscal intermediaries, 
and of medicare beneficiaries. 

(4) EvALUATION AND REPORT.-The Secre
tary shall evaluate the demonstration pro
gram conducted under this subsection and 
shall report to Congress on such evaluation 
no later than January 1, 1989. Such evalua
tion and report shall address-

<A> the administrative and program costs 
for prior authorization across demonstra
tion projects and in comparison to adminis
trative and program costs under the current 
system of retroactive review, including costs 
for uncovered services paid under the waiver 
of liability which would not be incurred 
under prior authorization; 

<B> impact of prior authorization on 
access to and availability of extended care 
services and home health services in com
parison to the current system <including 
costs to providers> and on timely discharge 
of hospital inpatients; and 

<C> accuracy and associated cost savings of 
payment determinations and rates of claim 
reversals under prior authorization versus 
the current system. 

(5) FuNDING.-Expenditures made for the 
demonstration program shall be made from 
the Federal Hospital Insurance Trust Fund 
under section 1817 of the Social Security 
Act. Grants and payments under contracts 
may be made either in advance or by way of 
reimbursement, as may be determined by 
the Secretary, and shall be made in such in
stallments and on such conditions as the 
Secretary finds necessary to carry out the 
purpose of this subsection. 

(6) WAIVER OF MEDICARE REQUIREMENTS.
The Secretary shall waive compliance with 
such requirements of title XVIII of the 
Social Security Act to the extent and for 
the period the Secretary finds necessary for 
the conduct of the demonstration program. 
SEC. 10206. OFF-BUDGET TREATMENT OF FEDERAL 

HOSPITAL INSURANCE TRUST FUND IN 
FISCAL YEAR 1987. 

(a) EFFECTIVE IN FISCAL YEAR 1987 .-Sec
tion 710 of the Social Security Act <as 
amended by section 261 of Public Law 99-
177) is amended-

(1) by amending subsection (b) to read as 
follows: 

"(b)(l) The receipts and disbursements of 
the Federal Hospital Insurance Trust Fund 
and the taxes imposed under sections 
140l<b>. 310l<b>. and 311l<b> of the Internal 
Revenue Code of 1954, shall not be included 
in the totals of the budget of the United 
States Government as submitted by the 
President or of the congressional budget 
and shall be exempt from any general 
budget limitation imposed by statute on ex
penditures and net lending <budget outlays) 
of the United States Government. 

"(2) The disbursements of the Federal 
Supplementary Medical Insurance Trust 
Fund shall be treated as a separate major 
functional category in the budget of the 
United States Government as submitted by 
the President and in the congressional 
budget, and the receipts of such Trust Fund 
shall be set forth separately in such budg
ets.", and 

<2> in subsection <c>. by striking "or the 
Federal Disability Insurance Trust Fund, or 
for payments from either" and inserting ", 
the Federal Disability Insurance Trust 
Fund, or the Federal Hospital Insurance 
Trust Fund, or for payments from any". 

(b) EFFECTIVE DATE.-The amendments 
made by subsection <a> shall apply with re
spect to fiscal years beginning after Septem
ber 30, 1986, and ending before October 1, 
1992. 
SEC. 10207. TECHNICAL AMENDMENTS AND MISCEL

LANEOUS PROVISIONS RELATING TO 
PART A. 

<a> ONE-YEAR ExTENSION OF PAss-THRouGH 
FOR COSTS OF C£RTIFIED REGISTERED NURSE 
ANESTHETISTS.-Section 2312(C) of the Defi
cit Reduction Act of 1984 is amended by 
striking "October 1, 1987" and inserting 
"October 1, 1~88". 

(b) 4-YEAR DESIGNATION PERIOD FOR RURAL 
REFERRAL CENTERS.-If the Secretary of 
Health and Human Services classifies or has 
classified a hospital located in a rural area 
as a regional referral center under section 
1886<d><S><C><D of the Social Security Act, 
the Secretary shall not terminate or change 
such classification before the end of the 4th 
cost reporting period for which the classifi
cation is in effect. 

(C) TEMPORARY WAIVER OF INPATIENT Ln.u
TATIONS FOR THE CONNECTICUT HOSPICE, 
INc.-With respect to the Connecticut Hos-
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pice, Inc., for hospice care provided before 
October 1, 1988, the reference in section 
186l<dd><2><A><iii> of the Social Security Act 
<42 U.S.C. 1395x<dd><2><A><iii» to "20 per
cent" is deemed a reference to "50 percent". 

(d) MASSACHUSETTS MEDICARE REPAY
MENT.-The Secretary of Health and Human 
Services shall not, on or after the date of 
the enactment of this section and before 
January 1, 1988, recoup from, or otherwise 
reduce payments to, hospitals in the State 
of Massachusetts because of alleged over
payments to such hospitals under part A of 
title XVIII of the Social Security Act which 
occurred during the period of the State-wide 
hospital reimbursement demonstration 
project conducted in that State, between 
October 1, 1982, and June 30, 1986, under 
section 402 of the Social Security Amend
ments of 1967 and section 222 of the Social 
Security Amendments of 1972. 

(e) PART A COBRA TECHNICAL CoRREc
TIONS.-

( 1) CLARIFICATION OF INDIRECT MEDICAL 
EDUCATION COSTS LANGUAGE.-(A) Paragraph 
(2)(C)(i) of subsection (d) of section 1886 of 
the Social Security Act <42 U.S.C. 1395ww> 
is amended by striking "(taking into ac
count, for discharges occurring after Sep
tember 30, 1986, the amendments made by 
section 9104<a> of the Medicare and Medic
aid Budget Reconciliation Amendments of 
1985)". 

<B> Paragraph <3><A> of such subsection is 
amended by adding at the end the follow
ing: "If the formula under paragraph <5><B> 
for determining payments for the indirect 
costs of medical education is changed for 
any fiscal year, the Secretary shall readjust 
the standardized amounts previously deter
mined for each hospital to take into account 
the changes in that formula.". 

<C> Clause (ii) of paragraph <3><C> of such 
subsection is amended to read as follows: 

"(ii) REDUCING FOR SAVINGS FROM AMEND
MENT TO INDIRECT TEACHING ADJUSTMENT FOR 
DISCHARGES AFTER SEPTEMBER 30, 1986.-The 
Secretary shall further reduce each of the 
average standardized amounts by a propor
tion equal to the proportion <estimated by 
the Secretary) of the amount of payments 
under this subsection based on DRG pro
spective payment amounts which is the dif
ference between-

"(!) the sum of the additional payment 
amounts under paragraph <5><B> <relating 
to indirect costs of medical education> if the 
indirect teaching adjustment factor were 
equal to 1.159r <as 'r' is defined in para
graph <5><B><ii)), and 

"(II) that sum using the factor specified in 
paragraph <5><B><ii><II>.". 

<D><D Except as provided in clause (ii), the 
amendments made by this paragraph apply 
to discharges occurring on or after October 
1, 1986. 

<U> The amendments made by this para
graph shall not be first applied to dis
charges occurring as of a date unless, for 
discharges occurring on that date, the 
amendments made by section 9105(a) of the 
Consolidated Omnibus Budget Reconcilia
tion Act of 1985 (incorporating the amend
ments made by paragraph (2) of this subsec
tion> are also being applied. 

(2) CLARIFICATION OF DISPROPORTIONATE 
SHARE LANGUAGE.-(A) Paragraph (2)(C) of 
subsection (d) of section 1886 of the Social 
Security Act (42 U.S.C. 1395ww), as amend
ed by section 9105<b> of the Consolidated 
Omnibus Budget Reconciliation Act of 1985 
(in this section referred to as "COBRA") is 
amended-

(i) by adding "and" at the end of clause 
(ii), 

(ii) by striking ", and" at the end of clause 
<iii> and inserting a period, and 

<iii> by striking clause <iv). 
<B> Paragraph <3><C> of such subsection is 

amended by adding at the end the follow
ing: 

"(iii) REDUCING FOR DISPROPORTIONATE 
SHARE PAYMENTs.-The Secretary shall fur
ther reduce each of the average standard
ized amounts by reducing the standardized 
amount for each hospital <as previously de
termined without regard to this clause) by a 
proportion equal to the proportion <estab
lished by the Secretary> of the amount of 
payments under this subsection based on 
DRG prospective payment amounts which 
are additional payments described in para
graph (5)(F) <relating to disproportionate 
share payments> for subsection <d> hospi
tals.". 

<C> Paragraph <5><F><vi><I> of such subsec
tion is amended-

(i) by striking "supplementary" and in
serting "supplemental", and 

(ii) by striking "fiscal year" and inserting 
"period". 

<D> The amendments made by subpara
graph <C> apply to discharges occurring on 
or after May 1, 1986, and the amendments 
made by subparagraphs <A> and <B> apply to 
discharges occurring on or after October 1, 
1986. 

(3) CLARIFICATION THAT ALL MEDICARE PAR
TICIPATING HOSPITALS ARE REQUIRED TO MEET 
EMERGENCY CARE REQUIREMENTS.-8ection 
1867<e><3> of the Social Security Act <42 
U.S.C. 1395dd<e><3», as inserted by section 
912l<b) of COBRA, is amended by striking 
"and has, under the agreement, obligated 
itself to comply with the requirements of 
this section". 

(4) APPROPRIATE ANNUAL PERIODS FOR 
SKILLED NURSING FACILITY PROSPECTIVE PAY
MENTS.-(A) Section 1888(d)(l) of the Social 
Security Act <42 U.S.C. 1395yy(d)<l)), as 
added by section 9126(a) of COBRA, is 
amended by striking "fiscal year" each place 
it appears and inserting "cost reporting 
period". 

<B> Section 1888(d)(4) of such Act is 
amended-

(i) in the first sentence, by striking "each 
fiscal year" and inserting "cost reporting pe
riods beginning in a fiscal year", and 

(ii) in the second sentence, by striking 
"fiscal year" and all that follows up to the 
period and inserting "cost reporting period 
no later than 30 days before the beginning 
of that period". 

<C> Section 9126(d)(l) of COBRA is 
amended by striking "fiscal years" and in
serting "cost reporting periods". 

<D > The amendments made by subpara
graphs <A> and <B> apply to cost reporting 
periods beginning on or after October 1, 
1986. 

(5) TREATMENT OF CERTAIN STATE AND LOCAL 
CAMPAIGN WORKERS WITH RESPECT TO THE 
HOSPITAL INSURANCE TAX.-(A) Section 
3121<u><2><B><iD of the Internal Revenue 
Code of 1954 is amended-

(i) by striking "or" at the end of subclause 
(Ill), 

(ii) by striking the period at the end of 
subclause <IV> and inserting", or", and 

(iii) by adding at the end the following: 
"<V> by an election official or election 

worker if the remuneration paid in a calen
dar year for such service is less than $100." 

<B> Section 210(p)(2) of the Social Securi-
ty Act (42 U.S.C. 410(p)(2)) is amended-

<i> by striking "or" at the end of subpara
graph <C>, 

<ii> by striking the period at the end of 
subparagraph <D> and inserting", or", and 

<iii) by adding at the end the following: 
"<E> by an election official or election 

worker if the remuneration paid in a calen
dar year for such service is less than $100.". 

<C> The amendments made by this para-
graph shall apply to services performed 
after March 31, 1986. 

(6) MISCELLANEOUS PROVISIONS.-(A) Para
graph <1 > of section 1866<a> of the Social Se
curity Act <42 U.S.C. 1395cc<a» is amend
ed-

(i) by striking the "and" inserted at the 
end of subparagraph <I> by section 
9122<a><2> of COBRA, 

<ii> by striking the period at the end of 
subparagraph <J> and inserting", and", and 

<iii> by redesignating the subparagraph <I> 
inserted by section 9403(b) of COBRA as 
subparagraph <K> and transferring and in
serting such subparagraph after subpara
graph (J). 

<B> The amendments made by subpara
graph <A> are effective as if they had been 
included in the enactment of COBRA. 

<C> Effective on the date of the enactment 
of Public Law 99-107, in applying section 
5(a) of such Act, a cost reporting period be
ginning on September 28, 29, or 30 is 
deemed to begin on October 1 and any refer
ence to September 30 is deemed a reference 
to September 27. 

PART 2-PROVlSIONS RELATING TO PARTS 
AANDB 

SEC. 10221. ELIMINATION OF PERIODIC INTERIM 
PAYMENT SYSTEM (PIP) FOR DRG 
HOSPITALS AND PROMPT PAYMENT 
FOR MEDICARE PROVIDERS. 

<a> ELIMINATION oF PIP FOR PPS HosPI
TALs.-

<1 > IN GENERAL. -section 1815<a> of the 
Social Security Act (42 U.S.C. 1395g(a)) is 
amended-

<A> by inserting "(1)'' after "(a)", and 
<B> by adding at the end the following 

new paragraph: 
"<2><A> Except as provided in subpara

graph <B), the Secretary shall provide pay
ment under this part for inpatient hospital 
service furnished by a subsection (d) hospi
tal <as defined in section 1886<d><l><B>, and 
including a distinct psychiatric or rehabili
tation unit of such a hospital) only on the 
basis of actual bills submitted by the hospi
tal and not on a periodic interim payment 
basis. 

"<B) Subparagraph <A> shall not apply, 
and the Secretary shall permit payment on 
a periodic interim payment basis-

"(i) to a subsection (d) hospital during the 
period it is-

"(!) being paid additional amounts under 
section 1886(d)(5)(F) <relating to dispropor
tionate share payments), or 

"<II> a sole community hospital <as de
fined in section 1886<d><5><C><ii»; and 

"<ii> to a hospital which is receiving pay
ment under a State hospital reimbursement 
system under section 1814(b)(3) or 1886(c), 
if payment on a periodic interim payment 
basis is an integral part of such reimburse
ment system. 

"<C> In the case of a subsection (d) hospi
tal which has significant cash flow problems 
resulting from operations of its interme
diary or from unusual circumstances of the 
hospital's operation, the Secretary shall 
make available appropriate accelerated pay
ments.". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph < 1 > shall be effective 
with respect to payments for discharges oc
curring on or after August 1, 1987. 
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(b) REQUIRING TIMELY PAYMENT OF PROP· 

ERL Y SUBMITTED MEDICARE CLAIMS UNDER 
PARTA.-

(1) IN GENERAL.-Section 1816<c> of the 
Social Security Act <42 U.S.C. 1395h<c» is 
amended-

< A> by inserting "<1>" after "<c>", and 
<B> by adding at the end the following 

new paragraph: 
"<2><A> Each agreement under this section 

shall provide that, in cases of claims for 
which payment under this part is not made 
on a periodic interim payment basis under 
section 1815<a>-

"(i) if payment is not made on or before 
the 22nd calendar day after the date on 
which a clean claim is received, interest on 
the claim shall be paid at the rate used for 
purposes of section 3902<a> of title 31, 
United States Code <relating to interest pen
alties for failure to make prompt payments> 
for the period beginning on the day after 
the required payment date and ending on 
the date on which payment is made; 

"(ii) the agency or organization shall 
notify the entity submitting the claim, 
within 22 calendar days after the date the 
claim is received, of any defect, impropriety, 
or circumstance that prevents the claim 
from being treated as a clean claim; 

"<iii> if notice required under clause <ii> is 
not provided on a timely basis with respect 
to a claim and payment is subsequently 
made on the claim, interest on the amount 
determined to be payable shall be made <at 
the rate described in clause (i)) for the 
period beginning on the day after the re
quired notice date and ending on the date 
on which payment is made or the date the 
notice is provided, whichever date is earlier; 
and 

"Civ> the agency or organization will be re
imbursed for the amount of interest paid 
under this subparagraph from amounts 
made available for Federal administrative 
costs to carry out this part <other than such 
amounts as are made available for interme
diary agreements under this section>. 

"<B> In this paragraph, the term 'clean 
claim' means a claim that has no defect or 
impropriety <including any lack of any re
quired substantiating documentation> or 
particular circumstance requiring special 
treatment that prevents timely payment 
from being made on the claim under this 
part.". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph < 1> shall apply to claims 
received on or after October 1, 1987. 

(C) PROMPT PAYMENT FOR MEDICARE PHYSI
CIANS AND SUPPLIERS.-

( 1> IN GENERAL. -Section 1842<c> of the 
Social Security Act <42 U.S.C. 1395u<c» is 
amended-

< A> by inserting "(1)" after "(c)", and 
<B> by adding at the end the following 

new paragraph: 
"<2><A> Each contract under this section 

which provides for the disbursement of 
funds, as described in subsection <a>O><B>. 
shall that, in cases of claims for which pay
ment under this part is not made on a peri
odic interim payment basis described in sec
tion 1815<a>-

"(i) if payment is not made on or before 
the 22nd calendar day <or the 11th calendar 
day, the case of a claim for services fur
nished by a participating physician or sup
plier> after the date on which a clean claim 
is received, interest on the claim shall be 
paid at the rate used for purposes of section 
3902(a) of title 31, United States Code <re
lating to interest penalties for failure to 
make prompt payments> for the period be-

ginning on the day after the required pay
ment date and ending on the date on which 
payment is made; 

"(ii) the carrier shall notify the entity 
submitting the claim, within 22 calendar 
days <or within 11 calendar days, in the case 
of a claim for services furnished by a par
ticipating physician or supplier> after the 
date the claim is received, of any defect, im
propriety, or circumstance that prevents the 
claim from being treated as a clean claim; 

"(iii> if notice required under clause <ii> is 
not provided on a timely basis with respect 
to a claim and payment is subsequently 
made on the claim, interest on the amount 
determined to be payable shall be made (at 
the rate described in clause (i) > for the 
period beginning on the day after the re
quired notice date and ending on the date 
on which payment is made or the date the 
notice is provided, whichever date is earlier; 
and 

"(iv> the carrier will be reimbursed for the 
amount of interest paid under this subpara
graph from amounts made available for 
Federal administrative costs to carry out 
this part (other than such amounts as are 
made available for carrier contracts under 
this section). 

"(B) In this paragraph, the term 'clean 
claim' means a claim that has no defect or 
impropriety <including any lack of any re
quired substantiating documentation> or 
particular circumstance requiring special 
treatment that prevents timely payment 
from being made on the claim under this 
part.". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph < 1 > shall apply to claims 
received on or after October 1, 1987. 
SEC. 10222. HEALTH MAINTENANCE ORGANIZA· 

TIONS AND COMPETITIVE MEDICAL 
PLANS. 

(a) REPEAL OF "2 FOR 1" CONVERSION RE
QUIREMENT FOR CERTAIN HEALTH MAINTE
NANCE 0RGANIZATIONS.-Section 114(C)(2) of 
the Tax Equity and Fiscal Responsibility 
Act of 1982 is amended by adding at the end 
the following new subparagraph: 

"<E> The preceding provisions of this 
paragraph shall not apply to payments 
made for current, nonrisk medicare enroll
ees for months beginning with April 1987.". 

(b) REQUIRING THE PROVISION OF AN ExPLA
NATION OF ENROLLEE RIGHTS.-

(1) IN GENERAL.-Subsection <c><3> of sec
tion 1876 of the Social Security Act < 42 
U.S.C. 1395mm) is amended by adding at 
the end the following new subparagraph: 

"<E> Each eligible organization shall pro
vide each enrollee, at the time of enrollment 
and not less frequently than annually there
after, an explanation of the enrollee's rights 
under this section, including an explanation 
of-

"(i) the enrollee's rights to benefits from 
the organization, 

"(ii) the restrictions on payments under 
this title for services furnished other than 
by or through the organization, 

"(iii) out-of-area coverage provided by the 
organization, 

"(iv) the organization's coverage of emer
gency services and urgently needed care, 
and 

"(v) appeal rights of enrollees.". 
(2) EFFECTIVE DATE.-The amendment 

made by paragraph < 1 > shall take effect on 
January 1, 1987, and shall apply to enroll
ments effected on or after such date. 

(C) RESTRICTING WAIVER OF REQUIREMENT 
oF 50 PERcENT NoN-MEDicARE ENRoLLMENT.

(1) RESTRICTION ON NEW WAIVERS.-Para
graph (2) of subsection (f) of such section is 

amended by striking "if" and all that fol
lows through the end and inserting the fol
lowing: "if more than 50 percent of the pop
ulation of the area served by the organiza
tion consists of individuals who are entitled 
to benefits under this title or under a State 
plan approved under title XIX.". 

(2) SANCTIONS FOR NONCOMPLIANCE.-Such 
subsection is further amended by adding at 
the end the following new paragraph: 

"(3) If the Secretary determines that an 
eligible organization has failed to comply 
with the requirements of this subsection, 
the Secretary may provide for the suspen
sion of enrollment of individuals under this 
section with the organization after the date 
the Secretary notifies the organization of 
such noncompliance.". 

(3) EFFECTIVE DATES.-
(A) NEW RESTRICTION.-The amendment 

made by paragraph (1) shall apply to modi
fications and waivers granted after the date 
of the enactment of this Act. 

(B) SANCTIONS FOR NONCOMPLIANCE.-The 
amendment made by paragraph <2> shall 
take effect on the date of the enactment of 
this Act. 

(C) TREATMENT OF CURRENT WAIVERS.-ln 
the case of an eligible organization de
scribed in subparagraph <D>, the organiza
tion shall make, and continue to make, rea
sonable efforts to meet scheduled enroll
ment goals, consistent with a schedule of 
compliance approved by the Secretary of 
Health and Human Services. If the Secre
tary determines that the organization-

(i) has complied, or made significant 
progress towards compliance, with such 
schedule of compliance, the Secretary may 
extend such waiver, or 

<ii> has not complied with such schedule, 
the Secretary may provide for the suspen
sion of enrollment, under section 1876 of 
the Social Security Act, of individuals with 
the organization after the date the Secre
tary notifies the organization of such non
compliance. 

(D) ORGANIZATION COVERED.-An eligible 
organization described in this subparagraph 
is an eligible organization that-

<D as of the date of the enactment of this 
Act, has been granted, under paragraph (2) 
of section 1876(f) of the Social Security Act, 
a modification or waiver of the requirement 
imposed by paragraph < 1 > of that section, 
but 

(ii} does not meet the requirement for 
such modification or waiver under the 
amendment made by paragraph (1) of this 
subsection, 
and includes a successor to such an organi
zation. 

(d) REQUIRING PROMPT PAYMENT OF 
CLAIMS.-

(1) IN GENERAL.-Subsection (g) of such 
section is amended by adding at the end the 
following new paragraph: 

"<6><A> A risk-sharing contract under this 
section shall require the eligible organiza
tion to provide prompt payment <consistent 
with the provisions of sections 1816(c)(2) 
and 1842(c)(2)) of claims submitted for cov
ered services and supplies furnished to indi
viduals enrolled under this section, if the 
services or supplies are not furnished under 
a contract between the organization and the 
provider or supplier. 

"(B) In the case of an eligible organization 
which the Secretary determines, after 
notice and opportunity for a hearing, has 
failed to make payments of amounts in com
pliance with subparagraph <A>, the Secre
tary may provide for direct payment of the 
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amounts owed to providers and suppliers for 
such covered services furnished to individ
uals enrolled under this section under the 
contract. If the Secretary provides for such 
direct payments, the Secretary shall provide 
for an appropriate reduction in the amount 
of payments otherwise made to the organi
zation under this section to reflect the 
amount of the Secretary's payments <and 
costs incurred by the Secretary in making 
such payments>.". 

<2> EPncriv!: DATE.-The amendment 
made by paragraph <1) shall apply to risk
sharing contracts under section 1876 of the 
Social Security Act with respect to services 
furnished on or after July 1, 1987. 

(e) REQUIRING ACCESS TO FINANCIAL 
RECORDS AND DISCLOSURE OF INTERNAL 
LoANS.-

(1) IN GENERAL.-Subsection <D<3><C> of 
such section is amended-

<A> by striking "and" at the end, 
<B> by inserting "(1)" after "(C)", and 
<C> by adding at the end the following 

new clauses: 
"(11) shall require the organization to pro

vide and supply information <described in 
section 1866<b><2><C><ii» in the manner 
such information is required to be provided 
or supplied under that section; 

"<iii> shall require the organization to 
notify the Secretary of loans and other spe
cial financial arrangements which are made 
between the organization and subcontrac
tors, affiliates, and related parties; and". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph <1) shall apply to con
tracts as of January 1, 1987. 

(f) AUTHORITY To IMPOSE CIVIL MONEY 
PENALTIEs.-Subsection (1) of such section is 
amended by adding at the end the following 
new paragraph: 

"(6)(A) Any eligible organization with a 
risk-sharing contract under this section that 
fails substantially to provide medically nec
essary items and services that are required 
(under law or such contract> to be provided 
to individuals covered under such contract, 
if the failure has adversely affected <or has 
a substantial likelihood of adversely affect
ing) these individuals, is subject to a civil 
money penalty of not more than $2,000 for 
each such failure. 

"(B) The provisions of section 1128A 
<other than subsection <a» shall apply to a 
civil money penalty under subparagraph <A> 
in the same manner as they apply to a civil 
money penalty under that section.". 

(g) STUDY OF AAPCC AND ACR.-The Sec
retary of Health and Human Services shall 
provide, through contract with an appropri
ate organization, for a study of the methods 
bywhich-

(1) the adjusted average per capita cost 
<"AAPCC", as defined in section 1876<a><4> 
of the Social Security Act> can be refined to 
more accurately reflect the average cost of 
providing care to different classes of pa
tients, and 

<2> the adjusted community rate <"ACR", 
as defined in section 1876(e)(3) of such Act> 
can be refined. 
The Secretary shall submit to Congress, by 
not later than January 1, 1988, specific leg
islative recommendations concerning meth
ods by which the calculation of the AAPCC 
and the ACR can be refined. 

(h) .ALLOWING MEDICARE BENEFICIARIES To 
DISENROLL AT A LoCAL SOCIAL SECURITY 
OFFICE.-The Secretary of Health and 
Human Services shall provide that individ
uals enrolled with an eligible organization 
under section 1876 of the Social Security 
Act may disenroll, on and after June 1, 1987, 

at any local office of the Social Security Ad
ministration. 
SEC. 10223. PROVISIONS RELATING TO IMPROVE

MENT OF QUALITY OF CARE. 
(a) PROVIDER REPRESENTATION OF BENEFICI

ARIES ON APPEALS AND PERMITTING APPEAL OF 
CERTAIN TECHNICAL DENIALS.-

( 1) PER!IITTING PROVIDER REPRESENTATION 
OF BENEFICIARIES.-Section 1869(b)(l) Of the 
Social Security Act <42 U.S.C. 1395ff(b)(l)) 
is amended by adding at the end the follow
ing: "Sections 206(a), 1102, and 1871 shall 
not be construed as authorizing the Secre
tary to prohibit an individual from being 
represented under this subsection by a 
person that furnishes or supplies the indi
vidual, directly or indirectly, with services 
or items solely on the basis that the person 
furnishes or supplies the individual with 
such a service or item. Such a person cannot 
represent a beneficiary with respect to the 
issue described in section 1879<a><2> unless 
the person has waived any rights for pay
ment from the beneficiary with respect to 
the services or items involved in the 
appeal.". 

(2) PERMITTING REVIEW OF TECHNICAL DENI
ALS.-Section 1869 of such Act is further 
amended-

< A> in subsection <a>. by inserting ", the 
amount of benefits with respect to home 
health services under part B, and any other 
determination with respect to a claim for 
benefits under part A" after "part A,", and 

<B> in subsection <b><1>-
(i) by striking "or" at the end of subpara

graph <B>. 
(ii) by inserting ", or" at the end of sub

paragraph <C>. and 
<iii> by inserting after subparagraph <C> 

the following new subparagraph: 
"<D> any other denial <other than under 

part B of title XI) of a claim for benefits 
under part A or a claim for benefits with re
spect to home health services under part 
B" 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection take effect on the 
date of the enactment of this Act. 

(b) PROHIBITION OF CERTAIN PHYSICIAN IN
CENTIVE PLANS.-

( 1) MAKING CERTAIN PLANS SUBJECT TO CIVIL 
MONETARY PENALTIES.-Section 1128A of the 
Social Security Act (42 U.S.C. 1320a-7a) is 
amended-

<A> by striking "subsection <a>" each place 
it appears and inserting "subsection <a> or 
(b)", 

<B> in subsection (a)(l), by striking 
"(h)(l)" and "(h)(2)" and inserting "(i)(l)" 
and "(i)(2)", respectively, 

<C> in subsection (f), by striking "subsec
tion <d>" and inserting "subsection <e)", 

<D> by redesignating subsections (b) 
through <h> as subsections <c> through <D, 
respectively, and 

<E> by inserting after subsection (a) the 
following new subsection: 

"(b)(1) If a hospital or an eligible organi
zation with a risk-sharing contract under 
section 1876 knowingly makes a payment, 
directly or indirectly, to a physician as an 
inducement to reduce or limit services pro
vided with respect to individuals who-

"<A> are entitled to benefits under part A 
or part B of title XVIII, 

"(B) in the case of an eligible organiza
tion, are enrolled with the organization, and 

"<C> are under the direct care of the phy
sician, 
the hospital or organization shall be sub
ject, in addition to any other penalties that 
may be prescribed by law, to a civil money 
penalty of not more than $2,000 for each 

such individual with respect to whom the 
payment is made. 

"(2) Any physician who knowingly accepts 
receipt of a payment described in paragraph 
< 1) shall be subject, in addition to any other 
penalties that may be prescribed by law, to 
a civil money penalty of not more than 
$2,000 for individual described in such para
graph with respect to whom the payment is 
made." 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph < 1) shall apply to-

<A> payments by hospitals occurring more 
than 6 months after the date of the enact
ment of this Act, and 

<B> payments by eligible organizations oc
curring on or after January 1, 1988. 

<3> STUDY.-The Secretary of Health and 
Human Services shall report to Congress, 
not later than April 1, 1987, concerning in
centive arrangements offered by health 
maintenance organizations and competitive 
medical plans to physicians. The report 
shall-

<A> review the type of incentive arrange
ments in common use, 

<B> evaluate their potential to pressure 
improperly physicians to reduce or limit 
services in a medically inappropriate 
manner, and 

<C> make recommendations concerning 
providing for an exception, to the prohibi
tion contained in section 1128A<b> of the 
Social Security Act, for incentive arrange
ments that may be used by such organiza
tions and plans to encourage efficiency in 
the utilization of medical and other services 
but that do not have a substantial potential 
for adverse effect on quality. 

(d) STUDY To DEVELOP A STRATEGY FOR 
QUALITY REVIEW AND AssURANcE.-

<1> IN GENERAL.-The Secretary of Health 
and Human Services shall arrange for a 
study to serve as the basis for establishing a 
strategy for reviewing and assuring the 
quality of care for which payment may be 
made under title XVIII of the Social Securi
ty Act. 

(2) ITEMS INCLUDED IN STUDY.-Among 
other items, the study shall-

<A> identify the appropriate consider
ations which should be used in defining 
"quality of care"; 

<B> evaluate the relative roles of struc
ture, process, and outcome standards in as
suring quality of care; 

<C> consider whether criteria and stand
ards for defining and measuring quality of 
care should be developed and, if so, how this 
should be done; 

<D> evaluate the adequacy and focus of 
the current methods for measuring, review
ing, and assuring quality of care; 

(E) evaluate the current research on 
methodologies for measuring quality of 
care, and suggest areas of research needed 
for further progress; 

<F> evaluate the adequacy and range of 
methods available to correct or prevent 
identified problems with quality of care; 

<G> review mechanisms available for co
ordinating and supervising at the national 
level quality review and assurance activities; 
and 

<H> develop general criteria which may be 
used in establishing priorities in the alloca
tion of funds and personnel in reviewing 
and assuring quality of care. 

(3) REPORT.-The Secretary shall submit 
to Congress, not later than 2 years after the 
date of the enactment of this Act, a report 
on the study. Such report shall address the 
items described in paragraph <2> and shall 
include recommendations with respect to 
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strengthening quality assurance and review 
activities for services furnished under the 
medicare program. 

(4) AlulANGDIENTS FOR STUDY.-(A) The 
Secretary shall request the National Acade
my of Sciences, acting through appropriate 
units, to submit an application to conduct 
the study described in this subsection. If the 
Academy submits an acceptable application, 
the Secretary shall enter into an appropri
ate arrangement with the Academy for the 
conduct of the study. If the Academy does 
not submit an acceptable application to con
duct the study, the Secretary may request 
one or more appropriate nonprofit private 
entities to submit an application to conduct 
the study and may enter into an appropri
ate arrangement for the conduct of the 
study by the entity which submits the best 
acceptable application. 

<B> In developing plans for the conduct of 
the study, the Secretary shall assure that 
consumer and provider groups, peer review 
organizations, the Joint Commission on Ac
creditation of Hospitals, professional soci
eties, and private purchasers of care with 
experience and expertise in the monitoring 
of the quality of care are consulted. 
SEC. 10224. TECHNICAL AMENDMENTS AND MISCEL

LANEOUS PROVISIONS RELATING TO 
PARTS A AND B. 

(a) TREATMENT OF GROUP PuRCHASING 
VENDOR AGR.EEIIENTS.-

(1) IN GENERAL.-Section 1877<b><3> of the 
Social Security Act <42 U.S.C. 1395nn(b)(3)) 
is amended-

<A> by striking "and" at the end of sub
paragraph <A>. 

<B> by striking the period at the end of 
subparagraph <B> and inserting"; and", and 

<C> by adding at the end the following; 
"<C> any amount paid by a vendor of 

goods or services to a person authorized to 
act as a purchasing agent for a group of pro
viders of services if-

"(i) the person has a written contract, 
with each such vendor and each such pro
vider of services, which specifies the amount 
to be paid the person, which amount may be 
a fixed amount or a fixed percentage <not to 
exceed 3 percent> of the value of the pur
chases made by each such provider under 
the contract, and 

"<ii) the person discloses to each such pro
vider of services the amount received from 
each such vendor with respect to purchases 
made by or on behalf of the provider.". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph (1 > apply to payments 
made before, on, or after the date of the en
actment of this Act. 

(b) EXTENSION AND CLARIFICATION OF COM
PETITIVE CONTRACTING AUTHORITY.-Section 
2326<a> of the Deficit Reduction Act of 1984 
is amended-

(!) by striking "of the fiscal years 1985 
and 1986" and inserting "fiscal year <begin
ning with fiscal year 1985 and ending with 
fiscal year 1989)", and 

<2> by inserting "or fixed price" after 
"competitive bidding" each place it appears. 

(C) COBRA TECHNICAL CORRECTIONS.-
( 1) CORRECTION CONCERNING TRANSITION 

PERIOD FOR FOREIGN MEDICAL GRADUATES IN DE
TERMINING PAYMENTS FOR DIRECT GRADUATE 
MEDICAL EDUCATION COSTS.-The matter in 
section 1886<h><4><E><ii> of the Social Secu
rity Act <42 U.S.C. 1395ww<h><4><E><ii». 
added by 9202<a> of the Consolidated Omni
bus Budget Reconciliation Act of 1985 (in 
this section referred to as "COBRA"), pre
ceding subclause <I> is amended by inserting 
"but before July 1, 1987," after "1986,". 

(2) ANNOUNCEMENT, RATHER THAN PUBLICA
TION, OP' IDIO AND CMP PAYMENT RATES.-(A) 

The matter in section 1876<a><l><A> of the 
Social Security Act <42 U.S.C. 
1395mm<a><l><A» preceding clause <i>, as 
amended by section 92ll<d> of COBRA, is 
amended by striking "publish" and inserting 
"announce <in a manner intended to provide 
notice to interested parties>". 

<B> The amendment made by subpara
graph <A> shall apply to determinations of 
per capita payment rates for 1987 and sub
sequent years. 

(3) PENALTIES FOR BILLING FOR ASSISTANTS 
AT SURGERY FOR CERTAIN CATARACT OPER
ATIONS.-(A) Section 1842(k) of the Social 
Security Act <42 U.S.C. 1395u<k», added by 
section 9307<c> of COBRA, is amended by 
inserting "presents or causes to be present
ed a claim or" after "willfully" each place it 
appears. 

<B> The amendment made by subpara
graph <A> shall apply to claims presented 
after the date of the enactment of this Act. 

(4) TEMPORARY USE OF CARRIER PRE-PAY
MENT SCREENING AS A SUBSTITUTE FOR PRE-PRO
CEDURE REVIEW.-For purposes of section 
1862<a><l5) of the Social Security Act <42 
U.S.C. 1395y<a><15)), added by section 
9307<a><3> of COBRA, and for surgical pro
cedures performed during the period begin
ning on April!, 1986, and ending on Decem
ber 15, 1986, a carrier is deemed to have ap
proved the use of an assistant in a surgical 
procedure, before the surgery is performed, 
based on the existence of a complicating 
medical condition if the carrier determines 
after the surgery is performed that the use 
of the assistant in the procedure was appro
priate based on the existence of a complicat
ing medical condition before or during the 
surgery. 

(5) EXTENSION OF CONTINUATION PERIOD OF 
ACCESS: MEDICARE DEMONSTRATION PROJECT.
Section 9221<a) of COBRA is amended by 
striking "September 30, 1986" and inserting 
"July 31, 1987". 

(6) MISCELLANEOUS PROVISIONS.-(A) Sec
tion 9127<b> of COBRA is amended by in
serting ", except that the Director may pro
vide initially for such terms as will insure 
that <on a continuing basis> the terms of no 
more than eight members will expire in any 
one year" after "years". 

<B> Section 9202(j) of COBRA is amended 
by inserting "or section 402 of the Social Se
curity Amendments of 1967" after "section 
1886<c> of the Social Security Act". 

<C> Section 1842<h> of the Social Security 
Act <42 U.S.C. 1395u(h)), as amended by sec
tion 930l(c) of COBRA, is amended-

(i) in paragraph (5), as redesignated by 
section 930l<c><3><D> of COBRA, by striking 
"such" each place it appears, and 

(ii) in paragraph <6>, as so redesignated, 
by striking "the the" and inserting "the". 

<D> Section 930l<c><5> of COBRA is 
amended by striking "1842(b)(7)" and in
serting "1842<h><7>". 

<E> Section 1842<b><8> of the Social Secu
rity Act, as added by section 9304<a> of 
COBRA, is amended-

(i) in subparagraph <A>, by inserting "by 
carriers" after "to be used", and 

<ii> in subparagraph <B>. by inserting "by 
carriers" after "be considered". 

<F> The amendments made by this para
graph are effective as if they had been in
cluded in the enactment of COBRA. 

(d) LIMITATION ON AUTHORITY To ISSUE 
FINAL REGULATIONS AND INSTRUCTIONS.-

(!) IN GENERAL.-Notwithstanding any 
other provision of law, except as required to 
implement specific provisions required 
under statute and except as may be permit
ted under paragraph <2> with respect to a 

regulation described in that paragraph, the 
Secretary of Health and Human Services is 
not authorized to issue in final form after 
the date of the enactment of this Act and 
before September 15, 1987, any regulation, 
instruction, or other policy which is estimat
ed by the Secretary to result in a net reduc
tion in expenditures under title XVIII of 
the Social Security Act in fiscal year 1988 of 
more than $50,000,000. 

(2) PROHIBITION OF ISSUANCE OF FINAL REG
ULATIONS ON CAPITAL-RELATED COSTS AS PART 
OF PAYMENT FOR OPERATING COSTS BEFORE SEP
TEMBER 1, 1987.-Notwithstanding any other 
provision of law <except as provided in para
graph (4)), the Secretary of Health and 
Human Services may not issue, in final 
form, after September 1, 1986, and before 
September 1, 1987, any regulation that 
changes the methodology for computing the 
amount of payment for capital-related costs 
<as defined in paragraph <4» for inpatient 
hospital services under part A of title XVIII 
of the Social Security Act. Any regulation 
published in violation of the previous sen
tence before the date of the enactment of 
this Act is void and of no effect. 

(3) NOT INCLUDING CAPITAL-RELATED REGULA
TIONS IN BUDGET BASELINE.-Any reference in 
law to a regulation issued in final form or 
proposed by the Health Care Financing Ad
ministration pursuant to sections 
1886(b><3><B>. 1886(d)<3><A>, and 1886<e><4> 
of the Social Security Act shall not include 
any regulation issued or proposed with re
spect to capital-related costs <as defined in 
paragraph (5)). 

<4> ExcEPTION.-Paragraph (2) shall not 
apply to any regulation issued for the sole 
purpose of implementing the amendments 
made by section 10203 <relating to limita
tion on payments for capital-related costs 
for inpatient hospital services of DRG hos
pitals under medicare>. 

(5) CAPITAL-RELATED COSTS DEFINED.-In 
this subsection, the term "capital-related 
costs" means those capital-related costs that 
are specifically excluded, under the second 
sentence of section 1886<a><4> of the Social 
Security Act, from the term "operating 
costs of inpatient hospital services" <as de
fined in that section> for cost reporting peri
ods beginning prior to October 1, 1987. 

PART 3-PROVISIONS RELATING TO 
MEDICARE PART B 

SEC. 10231. EXTENSION OF PREMIUM PAYMENT 
PROVISION THROUGH 1989. 

Section 1839 of the Social Security Act < 42 
U.S.C. 1395r) is amended-

(!) in subsection (e), by striking "1989" 
and inserting "1990" each place it appears; 

<2> in subsection <f>(l), by striking "or 
1987" and inserting ", 1987, or 1988"; and 

<3> in subsection (f>(2), by striking "or 
1988" and inserting", 1988, or 1989". 
SEC. 10232. PAYMENT FOR PHYSICIANS' SERVICES, 

RESTRICTIONS ON REASONABLE 
CHARGE LIMITATIONS, AND INCEN· 
TlVES FOR PHYSICIAN PARTIClPA· 
TION. 

(a) DETERMINATION OF MAxiMUM ALLOW
ABLE PREvAILING CHARGES FOR PHYSICIANS' 
SERVICES.-

(!) IN GENERAL.-Section 1842<b><4><A> of 
the Social Security Act <42 U.S.C. 
1395u<b><4><A» is amended by striking 
clause <iii> and inserting the following: 

"(iii) In determining the maximum allow
able prevailing charges which may be recog
nized consistent with the index described in 
the fourth sentence of paragraph (3) for 
physicians' services furnished on or after 
January 1, 1987, by participating and non-
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participating physicians, respectively, the 
Secretary shall treat the maximum allow
able prevailing charges recognized as of De
cember 31, 1986, under such sentence with 
respect to participating and nonparticipat
ing physicians, respectively, as having been 
Justified by economic changes. 

"(iv> Beginning with 1987, the percentage 
increase in the MEl <as defined in subpara
graph (E)(ii)) shall be the same for nonpar
ticipating physicians as for participating 
physicians.". 

(2) CONFORMING AKENDMENT.-Section 
1842<b><4><C> of such Act is amended

<A> by striking "(i)" after "(C)", and 
<B> by striking clause <U>. 
(3) DEFINITIONs.-Section 1842(b)(4) of 

such Act is further amended by adding at 
the end the following new subparagraph: 

"<E> In this section: 
"(i) The term 'participating physician' 

refers, with respect to the furnishing of 
services, to a physician who at the time of 
furnishing the services is a participating 
physician (under subsection (h)(l)), and the 
term 'nonparticipating physician' refers, 
with respect to the furnishing of services, a 
physician who at the time of furnishing the 
services is not a participating physician. 

"(ii) The term 'percentage increase in the 
MEl' means, with respect to physicians' 
services furnished in a year, the percentage 
increase in the medicare economic index <re
ferred to in the fourth sentence of para
graph <3» applicable to such services fur
nished as of the first day of that year.". 

(4) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to serv
ices furnished on or after January 1, 1987. 

(b) 1 PERCENT BONUS FOR PARTICIPATING 
PHYSICIANS.-Section 1842(b)(4)(A)(ii) of 
such Act is amended by adding at the end 
the following new subclause: 

"(III> In applying the percentage increase 
in the MEl for physicians' services fur
nished by a participating physician during 
each year after 1986, the Secretary shall 
provide a bonus of 1 percentage point in the 
percentage increase otherwise determined. 
Such a bonus for each year shall apply to 
physicians' services furnished only during 
the year and not in the calculation of pay
ments for any subsequent year.". 

(C) LIMIT ON ACTUAL CHARGES FOR NONPAR
TICIPATING PHYSICIANS.-

(1) IN GENERAL.-Section 1842(j)(l) of such 
Act is amended-

<A> by inserting "(A)" after "(j)(l)", and 
<B> by adding at the end the following 

new subparagraph: 
"<B> During any period, on or after Janu

ary 1, 1987, during which a physician is a 
nonparticipating physician, the Secretary 
shall monitor each such physician's actual 
charges for physicians' services furnished to 
individuals enrolled under this part. If such 
physician knowingly and willfully bills for 
such services actual charges in excess of the 
charges permitted under subparagraph <C>, 
the Secretary may apply sanctions against 
such physician in accordance with para
graph <2>. 

"(C) For physicians' services furnished by 
a physician to individuals enrolled under 
this part-

"(i) during 1987, in the case of such serv-
ices for which the physician-

"< I> has actual charges for the calendar 
quarter beginning on April 1, 1984, the limit 
is the physician's actual charges for such 
services furnished during such quarter in
creased by the sum of the percentage in
crease in the MEl <as defined in subsection 
<b><4><E» for 1987 and 1 percentage point, 
or 

"(II) has no actual charges for such calen
dar quarter, the limit is the 50th percentile 
of the customary charges <weighted by fre
quency of procedure> for the procedure per
formed by nonparticipating physicians in 
the locality during the 12-month period 
ending June 30, 1986, increased by the sum 
of the percentage increase in the MEl for 
1987 and 1 percentage point; and 

"<11> during a subsequent year, the limit is 
the maximum actual charges permitted 
under this subparagraph for the previous 
year increased by the percentage increase in 
the MEl for that subsequent year.". 

(2) PROVISION OF ACTUAL CHARGE INFORMA
TION BY CARRIER TO NONPARTICIPATING PHYSI
CIANS.-Section 1842<b><3> of such Act is 
amended-

<A> by striking "and" at the end of sub
paragraph <E>. 

<B> by inserting "and" at the end of sub
paragraph <F>. and 

<C> by inserting after subparagraph <F> 
the following new subparagraph: 

"<G> will provide such information to non
participating physicians as is available to 
enable the physicians to determine the max
imum actual charges permitted under sub
section <j>O><C>;". 

(3) CONFORMING AMENDMENT.-Section 
1842<b><4><D> is amended by adding at the 
end the following new clause: 

"(iv> In determining the customary 
charges for physicians' services furnished 
on or after January 1, 1988, if a physician 
was a nonparticipating physician in a previ
ous year <beginning with 1987), the Secre
tary shall not recognize any amount of such 
charges for services furnished during such 
previous year that exceeds the limit on 
actual charges imposed under subsection 
(j)(l)(C).". 

(4) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to serv
ices furnished on or after January 1, 1987. 

(d) PROHIBITING RETROACTIVE ADJUSTMENT 
OF MEDICARE EcoNOMIC INDEX.-The Secre
tary of Health and Human Services is not 
authorized to revise the economic index re
ferred to in the fourth sentence of section 
1842(b)(3) of the Social Security Act in a 
manner that provides, for any period before 
January 1, 1985, for the substitution of a 
rental equivalence or rental substitution 
factor for the housing component of the 
consumer price index. 

(e) RESTRICTIONS ON REASONABLE CHARGE 
LIMITATIONS.-

(1) IN GENERAL.-Section 1842(b)(8) of the 
Social Security Act <42 U.S.C. 1395u(b)(8)) 
is amended by adding at the end the follow
ing: "In the case of iteiDS and services other 
than physicians' services, a carrier shall 
only provide, in the process of calculating 
the prevailing charge for specific iteiDS and 
services, for not considering charges in spe
cific instances in which the charges, in com
parison with the charges for similar iteiDS 
and services, are grossly excessive or defi
cient. Nothing in this paragraph or this Act · 
shall be construed as authorizing the Secre
tary, through regulations, guidelines, in
structions, or otherwise, to require carriers 
to reduce payment amounts under this part 
for specific iteiDS and services for which the 
Secretary has made a specific determination 
that the payment amounts or charges are 
excessive.". 

(2) SUBMISSION OF RECOMMENDATIONS TO 
coNGRESS.-The Secretary of Health and 
Human Services, after consultation with the 
Physician Payment Review Commission, 
shall submit to Congress, by not later than 
April 1, 1987, recommendations concerning 

payment reductions under part B of title 
XVIII of the Social Security Act for over
priced iteiDS and services. Such recommen
dations shall include the specific payment 
reductions recommended and measures to 
assure that such reductions in payment do 
not result in corresponding increases in out
of-pocket costs to medicare beneficiaries. 

(f) RECRUITING.-
(1) CARRIER RESPONSIBILITY.-Section 

1842(b)(3) of such Act, as amended by sub
section <c><2>, is further amended-

<A> by striking "and" at the end of sub
paragraph <F>. 

<B> by inserting "and" at the end of sub
paragraph <G>. and 

< C > by inserting after subparagraph < G > 
the following new subparagraph: 

"<H> if it makes determinations or pay
ments with respect to physicians' services 
will implement- ' 

"(i) prograiDS to recruit and retain physi
cians as participating physicians in the area 
served by the carrier, including educational 
and outreach activities and the use of pro
fessional relations personnel to handle bill
ing and other probleiDS relating to payment 
of claiiDS of participating physicians· and 

"(ii) prograiDS to familiarize ben~ficiaries 
with the participating physician program 
and to assist such beneficiaries in locating 
participating physicians;". 

(2) MEASURING CARRIER PERFORMANCE.-The 
Secretary of Health and Human Services 
shall provide, in the standards and criteria 
established under section 1842(b)(2) of the 
Social Security Act for contracts under that 
section, a system to measure a carrier's per
formance of the responsibilities described in 
sections 1842(b)(3)(H) and 1842(h) of such 
Act. 

(3) CARRIER BONUSES FOR GOOD PERFORM
ANCE.-Of the amounts appropriated for ad
ministrative activities to carry out part B of 
title XVIII of the Social Security Act, the 
Secretary of Health and Human Services 
shall provide payments, totaling 1 percent 
of the total payments to carriers for claiiDS 
processing in any fiscal year, to carriers 
under section 1842 of such Act, to reward 
such carriers for their success in increasing 
the proportion of physicians in the carrier's 
service area who are participating physi
cians. 

(4) EFFECTIVE DATES.-
(A) CARRIER RESPONSIBILITY.-The amend

ment made by paragraph (1) shall be effec
tive for contracts under section 1842 of the 
Social Security Act as of October 1, 1987. 

(B) PERFORMANCE MEASURES.-The Secre
tary of Health and Human Services shall 
provide for the establishment of the stand
ards and criteria required under paragraph 
(2) by not later than October 1, 1987, which 
shall apply to contracts as of October 1, 
1987. 

(C) CARRIER BONUSES.-From the amounts 
appropriated for each fiscal year <beginning 
with fiscal year 1988), the Secretary of 
Health and Human Services shall first pro
vide for payments of bonuses to carriers 
under paragraph (3) not later than April 1, 
1988, to reflect performance of carriers 
during November 1987. 

(g) DIRECTORIES OF PARTICIPATING PHYSI
CIANS.-

(1) REQUIRING DISTRIBUTION TO MEDICARE 

BENEFICIARIES.-8ection 1842(h)(6) Of the 
Social Security Act (42 U.S.C. 1395u(h)(6)) 
is amended-

<A> in the second sentence-
(i) by inserting after "that area" the fol

lowing: "and to each individual enrolled 
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under this part and residing in that area", 
and 

<ii> by inserting before the period the fol
lowing: "and that an appropriate number of 
copies of each such directory is sent to hos
pitals located in the area"; and 

<B> by adding at the end the following: 
"Such copies shall be sent free of charge.". 

(2) ORGANIZATION OF DIRECTORIES.-Section 
1842<h><4> of such Act is amended by adding 
at the end the following: "Each participat
ing physician directory for an area shall 
provide an alphabetical listing of all partici
pating physicians practicing in the area and 
an alphabetical listing by locality and spe
cialty of such physicians.". 

(3) PERIOD FOR PHYSICIAN ENROLLMENT.
Section 1842(h)(1) of such Act is amended 
by striking "the beginning of any year be
ginning with 1984" and inserting "during 
the month of November before a year". 

(4) EFFECTIVE DATES.-
(A) DISTRIBUTION AND ORGANIZATION.-The 

amendment made by-
<D paragraph < l><A>m shall first apply to 

directories for 1988, 
(ii) paragraph O><A><iD shall first apply to 

directories for 1987, and 
<iii> paragraph O><B> takes effect on the 

date of the enactment of this Act. 
(B) ENRoLLMENT PERIOD.-The amendment 

made by paragraph <3> shall apply to par
ticipation agreements entered into for 1988 
and subsequent years. 

(h) PROHIBITING UNASSIGNED BILLING OF 
SERvicES DETERMINED To BE MEDICALLY UN
NECESSARY BY A CARRIER.-

(1) IN GENERAL.-Section 1842 of the Social 
Security Act is further amended by adding 
at the end the following new subsection: 

"(l)(l)(A) Subject to subparagraph <C>. 
if-

"(i) a nonparticipating physician furnishes 
services to an individual enrolled for bene
fits under this part, 

"(ii) payment for such services is not ac
cepted on an assignment-related basis, 

"<iii> a carrier determines under this part 
or a peer review organization determines 
under part B of title XI that payment may 
not be made by reason of section 1862<a>O>. 
and 

"<iv> the physician has collected any 
amounts for such services, 
the physician shall refund on a timely basis 
to the individual <and shall be liable to the 
individual for> any amounts so collected. 

"<B> A refund under subparagraph <A> is 
considered to be on a timely basis only if-

"<D in the case of a physician who does 
not request reconsideration or seek appeal 
on a timely basis, the refund is made within 
30 days after the date the physician receives 
a denial notice under paragraph (2), or 

"<ii> in the case in which such a reconsid
eration or appeal is taken, the refund is 
made within 15 days after the date the phy
sician receives notice of an adverse determi
nation on reconsideration or appeal. 

"(C) Subparagraph <A> shall not apply to 
the furnishing of a service by a physician to 
an individual if-

"(1) the physician did not know and could 
not reasonably have been expected to know 
that payment may not be made for the serv
ice by reason of section 1862<a><l>. or 

"(ii) before the service was provided, the 
individual was informed that payment 
under this part may not be made for the 
specific service and the individual has 
agreed to pay for that service. 

"(2) Each carrier with a contract in effect 
under this section with respect to physicians 
and each peer review organization with a 

contract under part B of title XI shall send 
any notice of denial of payment for physi
cians' services based on section 1862<a><l> 
and for which payment is not requested on 
an assignment-related basis to the physician 
and the individual involved. 

"(3) If a physician knowingly and willfully 
fails to make refunds in violation of para
graph < 1 ><A>. the Secretary may apply sanc
tions against such physician in accordance 
with subsection (j)(2).". 

(2) CONFORMING AMENDMENT.-Section 
1842(j)(2) of such Act is amended by insert
ing "or (})" after "(k)". 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to serv
ices furnished on or after October 1, 1987. 

(i) MAINTENANCE AND USE OF PARTICIPATING 
PHYSICIAN DIRECTORIES BY HOSPITALS.-

(1) REQUIREMENT OF PARTICIPATION.-Sec
tion 1866<a> of the Social Security Act, as 
amended by sections 10207<e><6><A> and 
10205(b)(l) of this subtitle, is further 
amended-

< A> by striking "and" at the end of sub
paragraph <K>, 

<B> by striking the period at the end of 
subparagraph <L> and inserting ". and", and 

<C> by inserting after subparagraph <L> 
the following new subparagraph: 

"<M> in the case of hospitals-
"(i) to make available to its patients the 

directory or directories of participating phy
sicians <published under section 1842(h)(4)) 
for the area served by the hospital, and 

"<ii) if hospital personnel <including staff 
of any emergency or outpatient depart
ment> refer a patient to a nonparticipating 
physician for further medical care on an 
outpatient basis, the personnel must inform 
the patient that the physician is a nonparti
cipating physician and, whenever practica
ble, must identify at least one qualified par
ticipating physician who is listed in such a 
directory and from whom the patient may 
receive the necessary services.". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph < 1> shall apply to agree
ments under section 1866<a> of the Social 
Security Act as of October 1, 1987. 

(j) DISCLOSURE OF INFORl'ciATION OF UNAS
SIGNED CLAIMS FOR CERTAIN PHYSICIANS' 
SERVICES.-

( 1> IN GENERAL.-Section 1842 of the Social 
Security Act, as amended by subsection 
(h)<l), is further amended by adding at the 
end the following new subsection: 

"(m)(l > In the case of a nonparticipating 
physician who-

"(A) performs an elective surgical proce
dure for an individual enrolled for benefits 
under this part and for which the physi
cian's actual charge is at least $500, and 

"<B> does not accept payment for such 
procedure on an assignment-related basis, 
the physician must disclose to the individ
ual, in writing and in a form approved by 
the Secretary, the physician's estimated 
actual charge for the procedure, the esti
mated approved charge under this part for 
the procedure, and the excess of the physi
cian's actual charge over the approved 
charge. 

"(2) A physician who fails to make a dis
closure required under paragraph < 1 > with 
respect to a procedure shall refund on a 
timely basis to the inp_ividual <and shall be 
liable to the individual for) any amounts 
collected for the procedure in excess of the 
charges recognized and approved under this 
part. 

"(3) If a physician knowingly and willfully 
fails to comply with paragraph (2), the Sec
retary may apply sanctions against such 

physician in accordance with subsection 
(j)(2). 

"(4) The Secretary shall provide for such 
monitoring of requests for payment for phy
sicians' services to which paragraph (1) ap
plies as is necessary to assure compliance 
with paragraph (2).". 

(2) CONFORMING AMENDMENT.-Section 
1842(j)(2) of such Act, as amended by sub
section (h)(2) of this section, is amended by 
striking "or (1)" and inserting ", m. or (m)''. 

(3) EFFECTIVE DATE.-The amendments 
made by this subsection shall apply to surgi
cal procedures performed on or after Octo
ber 1, 1987. 
SEC. 10233. PAYMENT RATES FOR RENAL SERVICES 

AND IMPROVEMENTS IN ADMINISTRA
TION OF END STAGE RENAL DISEASE 
NETWORKS AND PROGRAM. 

(a) COMPOSITE RATES FOR DIALYSIS TREAT
MENT.-

<1 > IN GENERAL.-The Secretary of Health 
and Human Services may provide for an ad
justment of the composite rates established 
under section 188l<b><7> of the Social Secu
rity Act, but only if the base rate for rou
tine dialysis treatment in a free-standing fa
cility is not less than $117.50, and only if 
the base rate for routine dialysis treatment 
in a hospital-based facility is not less than 
$121.50. 

(2) AsSURING PROMPT CONSIDERATION OF EX
CEPTION REQUESTS.-Section 188l(b)(7) of the 
Social Security Act <42 U.S.C. 1395rr(b)(7)) 
is amended by inserting after the third sen
tence the following new sentence: "Each ap
plication for such an exception for a sole fa
cility located in an isolated, rural area shall 
be deemed to be approved as of the date of 
its filing unless the Secretary disapproves it 
by not later than 45 working days after the 
date the application is filed.". 

(3) EFFECTIVE DATE.-(A) Paragraph (1) 
shall apply to dialysis treatment furnished 
on or after October 1, 1986. 

<B> The amendment made by paragraph 
<2> shall apply to applications filed on or 
after October 1, 1986. 

(b) PAYMENT FOR PHYSICIANS' SERVICES.
In establishing the payment rates, under 
section 188l<b><3><B> of the Social Security 
Act, for physicians' services furnished on or 
after August 1, 1986, to individuals deter
mined to have end stage renal disease, the 
Secretary of Health and Human Services 
shall provide for an adjustment in the 
home/facility physician treatment capabil
ity ratio <used in establishing such payment 
rates) to 3.9 to 1 in order to reduce by $14.81 
the current average monthly capitation rate 
for physicians' services to outpatient main
tenance dialysis patients (based on a weight
ed average by State ESRD population>. 

(C) REPORT ON PAYMENT RATES.-
( 1) IN GENERAL.-The Secretary of Health 

and Human Services shall provide for-
<A> a study to evaluate the effects of re

ductions in the rates of payment for facility 
and physicians' services under the medicare 
program for patients with end stage renal 
disease on their access to care or on the 
quality of care, and 

<B> a report to Congress on the results of 
the study by not later than January 1, 1988. 

(2) ARRANGEMENTS WITH INSTITUTE OF MED
ICINE.-The Secretary shall request the Na
tional Academy of Sciences, acting through 
appropriate units, to submit an application 
to conduct the study described in paragraph 
(1). If the Academy submits an acceptable 
application, the Secretary shall enter into 
an appropriate arrangement with the Acad
emy for the conduct of the study. If the 
Academy does not submit an acceptable ap-
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plication to conduct the study, the Secre
tary may request one or more appropriate 
nonprofit private entities to submit an ap
plication to conduct the study and may 
enter into an appropriate arrangement for 
the conduct of the study by the entity 
which submits the best acceptable applica
tion. 

(d) REORGANIZATION 01' ESRD NETWORK 
AREAs AND 0RGANIZATIONS.-

(l) IN GENERAL.-Subparagraph <A> of sub
section <c><l> of section 1881 of the Social 
Security Act (42 U.S.C. 1395rr> is amended 
to read as follows: 

"<A>m For the purpose of assuting effec
tive and efficient administration of the ben
efits provided under this section, the Secre
tary shall, in accordance with such criteria 
as he finds necessary to assure the perform
ance of the responsibilities and functions 
specified in paragraph <2>-

"<I> establish at least 17 end stage renal 
disease network areas, and 

"(II) for each such area, designate a net
work administrative organization which, in 
accordance with regulations of the Secre
tary, shall establish <aa> a network council 
of renal dialysis and transplant facilities lo
cated in the area and <bb) a medical review 
board, which has a membership including at 
least one patient representative and physi
cians, nurses, and social workers engaged in 
treatment relating to end stage renal dis
ease. 
The Secretary shall publish in the Federal 
Register a description of the geographic 
area that he determines, after consultation 
with appropriate professional and patient 
organizations, constitutes each network area 
and the criteria on the basis of which such 
determination is made. 

"(ii)(l) In order to determine whether the 
Secretary should enter into, continue, or 
terminate an agreement with a network ad
ministrative organization designated for an 
area established under clause (i), the Secre
tary shall develop and publish in the Feder
al Register standards, criteria, and proce
dures to evaluate an applicant organiza
tion's capabilities to perform <and, in the 
case of an organization with which such an 
agreement is in effect, actual performance 
of) the responsibilities described in para
graph <2>. 

"<II> An agreement with a network admin
istrative organization may be terminated by 
the Secretary only if he finds, after apply
ing such standards and criteria, that the or
ganization has failed to perform its pre
scribed responsibilities effectively and effi
ciently. If such an agreement is to be termi
nated, the Secretary shall select a successor 
to the agreement on the basis of competi
tive bidding and in a manner that provides 
an orderly transition.". 

( 2) DEADLINE FOR ESTABLISHING NEW 
AREAS.-The Secretary of Health and 
Human Services shall establish end stage 
renal disease network areas, pursuant to the 
amendment made by paragraph < 1), not 
later than January 1, 1987. 

(3) SPECIAL TREATMENT OF EXISTING NET· 
WORK ORGANIZATIONS.-In first designating 
network administrative organizations for 
areas so established, the Secretary shall des
ignate the network organization <or a volun
tary combination of such organizations> in 
operation on the date of the enactment of 
this Act as the network administrative orga
nization. unless the Secretary determines 
that such organizations do not meet mini
mal standards and criteria established under 
section 188l<c><l><A><ii> of the Social Securi
ty Act <as amended by paragraph (1)). 

(e) PATIENT REPRESENTATION ON COUNCILS 
AND MEDICAL REVIEW BoARDs.-Subpara
graph <B> of subsection (c)(l) of section 
1881 of the Social Security Act is amended 
to read as follows: 

"(B) At least one patient representative 
shall serve as a member of each network 
council and each medical review board". 

(f) RESPONSIBILITIES OF NETWORK ORGAN!· 
ZATIONs.-Subsection <c><2> of section 1881 
of such Act is amended-

<1> in subparagraph <A>, by inserting 
before the semicolon the following: "and 
the participation of patients, providers of 
services, and renal disease facilities in voca
tional rehabilitation programs"; 

(2) in subparagraph (B), by inserting 
before the first semicolon the following: 
"and with respect to working with patients, 
facilities, and providers in encouraging par
ticipation in vocational rehabilitation pro
grams"; 

(3) in subparagraph <D>. by inserting 
before the semicolon the following: "and re
porting to the Secretary on facilities and 
providers that are not providing appropriate 
medical care"; 

<4> in subparagraph <E>. by inserting "and 
encouraging participation in vocational re
habilitation programs" after "self-care set
tings and transplantation"; and 

<5> by redesignating subparagraphs <D> 
and <E> as subparagraphs <G> and (H), re
spectively, and inserting after subparagraph 
<C> the following new subparagraphs: 

"<D> implementing a procedure for evalu
ating and resolving patient grievances; 

"(E) conducting on-site reviews of facili
ties and providers as necessary (as deter
mined by a medical review board or the Sec
retary), utilizing standards of care estab
lished by the network organization to assure 
proper medical care; 

"<F> collecting, validating, and analyzing 
such data as are necessary to prepare the re
ports required by subparagraph <H> and 
subsection (g) and to assure the mainte
nance of the registry established under 
paragraph <7>;". 

(g) FACILITY COOPERATION WITH NET
WORKS.-The first sentence of subsection 
<c><3> of section 1881 of such Act is amended 
by inserting "or to follow the recommenda
tions of the medical review board" after 
"consistently failed to cooperate with net
work plans and goals". 

(h) INTENT OF CONGRESS RESPECTING MAxi
MUM USE OF VOCATIONAL REHABILITATION 
SERVICES.-The first sentence of subsection 
<c)(6) of section 1881 of such Act is amended 
by inserting before the period the following: 
"and that the maximum practical number 
of patients who are suitable candidates for 
vocational rehabilitation services be given 
access to such services and encouraged to 
return to gainful employment". 

(i) NATIONAL END STAGE RENAL DISEASE 
REGISTRY.-

(1) ESTABLISHKENT OF REGISTRY.-Subsec
tion <c> of section 1881 of such Act is fur
ther amended by adding at the end the fol
lowing new paragraph: 

"(7) The Secretary shall establish a na
tional end stage renal disease registry the 
purpose of which shall be to assemble and 
analyze the data reported by network orga
nizations, transplant centers, and other 
sources on all end stage renal disease pa
tients in a manner that will permit-

"(A) the preparation of the annual report 
to the Congress required under subsection 
(g); 

"<B> an identification of the economic 
impact, cost-effectiveness, and medical effi
cacy of alternative modalities of treatment; 

"(C) an evaluation with respect to the 
most appropriate allocation of resources for 
the treatment and research into the cause 
of end stage renal disease; 

"(D) the determination of patient mortali
ty and morbidity rates, and trends in such 
rates, and other inpj.ces of quality of care; 
and 

"<E> such other analyses relating to the 
treatment and management of end stage 
renal disease as will assist the Congress in 
evaluating the end stage renal disease pro
gram under this section. 
The Secretary shall provide for such coordi
nation of data collection activities, and such 
consolidation of existing end stage renal dis
ease data systems, as is necessary to achieve 
the purpose of such registry, shall deter
mine the appropriate location of the regis
try, and shall provide for the appointment 
of a professional advisory group to assist 
the Secretary in the formulation of policies 
and procedures relevant to the management 
of such registry.". 

(2) REPORT.-The Secretary of Health and 
Human Services shall submit to the Con
gress, no later than January 1, 1987, a full 
report on the progress made in establishing 
the national end stage renal disease registry 
under the amendment made by paragraph 
<1) and shall establish such registry by not 
later than January 1, 1988. 

(j) FuNDING OF ESRD NETWORK ORGANIZA
TIONS.-

<1> IN GENERAL.-Subsection <b><7> of sec
tion 1881 of the Social Security Act is 
amended by adding at the end the following 
new sentence: "The Secretary shall reduce 
the amount of each composite rate payment 
under this paragraph for each treatment by 
50 cents <subject to such adjustments as 
may be required to reflect modes of dialysis 
other than hemodialysis> and provide for 
payment of such amount to the network ad
ministrative organization <designated under 
subsection <c><l><A> for the network area in 
which the treatment is provided) for its nec
essary and proper administrative costs in
curred in carrying out its responsibilities 
under subsection (c)(2).". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph (1) shall apply to treat
ment furnished on o"r after January 1, 1987. 

(k) PROTOCOLS ON REUSE OF DIALYSIS FIL
TERS AND OTHER DIALYSIS SUPPLIES.-

(1) ESTABLISHKENT OF PROTOCOLS.-Para
graph (7) of subsection (f) of section 1881 of 
the Social Security Act is amended to read 
as follows: 

"<7><A> The Secretary shall establish pro
tocols on standards and conditions for the 
reuse of dialyzer filters for those facilities 
and providers which voluntarily elect to 
reuse such filters. 

"(B) The Secretary shall study and review 
the appropriateness of establishing proto
cols on standards and conditions for the 
reuse <where appropriate> of other dialysis 
supplies <such as blood lines, transducer fil
ters, and dialyzer caps). If the Secretary de
termines that the establishment of such a 
protocol with respect to any such dialysis 
supplies is appropriate, the Secretary may 
establish such a protocol. 

"<C) The Secretary shall incorporate pro
tocols established under this paragraph into 
the requirements for facilities prescribed 
under subsection <b>O><A> and failure to 
follow such a protocol subjects such a facili
ty to denial of participation in the program 
established under this section and to denial 
of payment for dialysis treatment not fur
nished in compliance with such a protocol.". 



September 24, 1986 CONGRESSIONAL RECORD-HOUSE 26015 
(2) DEADLINE AND REPORT.-The Secretary 

of Health and Human Services-
<A> shall establish the protocols described 

in section 1881<f><7><A> of the Social Securi
ty Act by not later than January 1, 1988, 
and 

<B> shall report to the Congress, not later 
than January 1, 1988, on the study and 
review conducted under section 
1881<f><7><B> of such Act. 

(1) EFFECTIVE DATE FOR CERTAIN AMEND
KENTS.-The amendments made by subsec
tions (e), (f), and (g) shall apply to network 
administrative organizations designated for 
network areas established under the amend
ment made by subsection <d><I>. 
SEC. 10234. TECHNICAL AMENDMENTS AND MISCElr 

LANEOUS PROVISIONS RELATING TO 
PART B. 

(a) ADDITIONAL MEMBERS FOR PHYSICIAN 
PAYMENT REVIEW COIDIISSION.-

(1) 2 ADDITIONAL MEMBERS.-8ection 
1845<a><2> of the Social Security Act <42 
U.S.C. 1395w-l<a><2» is amended by striking 
"11 individuals" and inserting "13 individ
uals". 

(2) APPOINTMENT OF ADDITIONAL MEMBERS.
The Director of the Congressional Office of 
Technology Assessment shall appoint the 
two additional members of the Physician 
Payment Review Commission, as required 
by the amendment made by paragraph < 1 >. 
no later than 60 days after the date of the 
enactment of this Act, for terms of 3 years, 
except that the Director may provide ini
tially for such terms as will insure that <on 
a continuing basis> the terms of no more 
than five members expire in any one year. 

(b) EFFECTIVE DATE OF VOLUNTARY DISEN
ROLLIIENT FROM MEDICARE.-

(}) IN GENERAL.-The second and sixth sen
tences of section 1838(b) of the Social Secu
rity Act <42 U.S.C. 1395p(b)) are each 
amended by striking "following the calendar 
quarter''. 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph < 1 > shall apply to no
tices filed on or after October 1, 1986. 

(C) STUDY ON PROSPECTIVE PAYMENT OF RA
DIOLOGY, ANESTHESIA, AND PATHOLOGY SERV
ICES TO HOSPITAL lNPATIENTS.-The Secre
tary of Health and Human Services shall 
study and report to the Committee on Ways 
and Means of the House of Representatives, 
by April 1, 1987, concerning the design and 
implementation of a prospective payment 
system for payment, under part B of title 
XVIII of the Social Security, for radiology, 
anesthesia, and pathology services fur
nished to hospital inpatients. Such report 
shall include data, from a representative 
sample, showing, for discharges classified 
within each diagnosis-related group, the dis
tribution of total reasonable charges and 
costs for each inpatient discharge for such 
services. 

PART 4-IMPROVED REVIEW OF QUALITY 
BY PEER REVIEW ORGANIZATIONS 

SEC. 10241. IMPROVED REVIEW OF QUALITY BY 
PEER REVIEW ORGANIZATIONS. 

(a) PRO REVIEW OF HOSPITAL DENIAL No
TICES.-

(1) IN GENERAL.-8ection 1154 of the Social 
Security Act <42 U.S.C. 1320c-3> is amended 
by adding at the end the following new sub
section: 

"(d)(l) If-
"(A) a hospital has determined that a pa

tient no longer requires inpatient hospital 
care, and 

"(B) the attending physician has agreed 
with the hospital's determination, 
the hospital may provide the patient <or the 
patient's representative> with a notice 

<meeting conditions prescribed by the Secre
tary under section 1879) of the determina
tion. 

"<2> If-
"<A> a hospital has determined that a pa

tient no longer requires inpatient hospital 
care, but 

"(B) the attending physician has not 
agreed with the hospital's determination, 
the hospital may request the appropriate 
peer review organization to review under 
subsection <a> the validity of the hospital's 
determination. 

"<3><A> If a patient <or a patient's repre
sentative>-

"(i) has received a notice under paragraph 
<I>, and 

"(ii) requests the appropriate peer review 
organization to review the determination, 
then, the organization shall conduct a 
review under subsection <a> of the validity 
of the hospital's determination and shall 
provide notice (by telephone and in writing) 
to the patient or representative and the hos
pital and attending physician involved of 
the results of the review. Such review shall 
be conducted regardless of whether or not 
the hospital will charge for continued hospi
tal care or whether or not the patient will 
be liable for payment for such continued 
care. 

"(B) If a patient (or a patient's represent
ative> requests a review under subparagraph 
<A> while the patient is still an inpatient in 
the hospital and not later than noon of the 
first working day after the date the patient 
receives the notice under paragraph <I>. 
then-

"<i> the hospital shall provide to the ap
propriate peer review organization the 
records required to review the determina
tion by the close of business of such first 
working day, and 

"(ii) the peer review organization must 
provide the notice under subparagraph <A> 
by not later than one full working day after 
the date the organization has received the 
request and such records. 

"(4) If-
"(A) a request is made under paragraph 

<3><A> not later than noon of the first work
ing day after the date the patient <or pa
tient's representative> receives the notice 
under paragraph < 1 >. and 

"<B> the conditions described in section 
1879<a><2> with respect to the patient or 
representative are met, 
the hospital may not charge the patient for 
inpatient hospital services furnished before 
noon of the day after the date the patient 
or representative receives notice of the peer 
review organization's decision. 

"(5) In any review conducted under para
graph (2) or (3), the organization shall solic
it the views of the patient involved <or the 
patient's representative)." 

(2) EFFECTIVE DATE.-(A) Except as provid
ed in subparagraph <B>, the amendment 
made by paragraph < 1) shall apply to denial 
notices furnished by hospitals to individuals 
on or after the first day of the first month 
that begins more than 30 days after the 
date of the enactment of this Act. 

<B> Section 1154(d)(4) of the Social Secu
rity Act <as added by the amendment made 
by paragraph <1)) shall take effect on the 
date of the enactment of this Act. 

(b) PRO REVIEW OF INPATIENT HOSPITAL 
SERVICES AND EARLY READMISSION CASES.-

( 1) TIMELY PROVISION OF HOSPITAL INFOR
MATION.-8ection 1153 of such Act <42 U.S.C. 
1320c-2> is amended by adding at the end 
the following new subsection: 

"(g) The Secretary shall provide that peer 
review organizations receive each month, on 
a timely basis, either directly from hospitals 
or through fiscal intermediaries data neces
sary to initiate the review process under sec
tion 1154(a) on a timely basis." 

( 2) REQUIRING REVIEW OF EARLY READMIS
SION cAsEs.-section 1154<a> of such Act <42 
U.S.C. 1320c-3(a)), as amended by section 
9401<a> of the Consolidated Omnibus 
Budget Reconciliation Act of 1985, is 
amended by adding at the end the following 
new paragraph: 

"<13> Notwithstanding paragraph (4), the 
organization shall perform the review de
scribed in paragraph < 1 > with respect to 
early readmission cases to determine if the 
previous inpatient hospital services and the 
post-hospital services met professionally 
recognized standards of health care. Such 
reviews may be performed on a sample basis 
if the organization and the Secretary deter
mine it to be appropriate. In this paragraph, 
an 'early readmission case' is a case in which 
an individual, after discharge from a hospi
tal, is readmitted to a hospital less than 31 
days after the date of the most recent previ
ous discharge." 

(3) EFFECTIVE DATES.-(A) The Secretary of 
Health and Human Services shall imple
ment the amendment made by paragraph 
< 1 > not later than 6 months after the date of 
the enactment of this Act. 

<B> The amendment made by paragraph 
<2> shall apply to contracts entered into or 
renewed on or after January 1, 1987. 

(C) REQUIRING PRO REVIEW OF QUALITY OF 
CARE.-

( 1) ALLOCATION OF FUNDS FOR QUALITY CARE 
REVIEW.-8ection 1154<a><4> of such Act (42 
U.S.C. 1320c-3<a><4» is amended by adding 
at the end the following: "Each peer review 
organization shall provide that a reasonable 
proportion of its activities are involved with 
reviewing, under paragraph <l><B>. the qual
ity of services and that a reasonable alloca
tion of such activities relating to quality of 
services is made among the different cases 
and settings <including inpatient hospital 
care, post-acute-care settings, ambulatory 
settings, health maintenance organizations, 
and competitive medical plans). In establish
ing such allocation, the organization shall 
consider <i> whether there is reason to be
lieve that there is a particular need for re
views of particular cases or settings because 
of previous problems regarding quality of 
care, <ii> the cost of such reviews and the 
likely yield of such reviews in terms of 
number and seriousness of quality of care 
problems likely to be discovered as a result 
of such reviews, and (iii) the availability and 
adequacy of alternative quality review and 
assurance mechanisms.". 

(2) REQUIRING REVIEW OF HEALTH MAINTE
NANCE ORGANIZATIONS AND COMPETITIVE MEDI
CAL PLANs.-such section is further amend
ed-

<A> by inserting "<A>" after "(4)", 
<B> by adding at the end the following 

new subparagraph: 
"<B> The contract of each organization 

shall provide for the review of services <in
cluding both inpatient and outpatient serv
ices> provided by eligible organizations pur
suant to a contract under section 1876 for 
the purpose of determining whether the 
quality of such services meets professionally 
recognized standards of health care, includ
ing whether appropriate health care serv
ices have not been provided or have been 
provided in inappropriate settings.", and 

<C> by adding at the end of such subpara
graph the following: "Under the contract 
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the level of effort expended by the organi
zation on reviews under this subparagraph 
shall be equivalent, on a per enrollee basis, 
to the level of effort expended by the orga
nization on utilization and quality reviews 
performed with respect to individuals not 
enrolled with an eligible organization.". 

(3) IDENTIFICATION OF METHODS FOR IDENTI· 
FYING CASES OF SUBSTANDARD CARE.-Section 
1154 of such Act <42 U.S.C. 1320c-3), as 
amended by subsection <a><l>, is amended by 
adding at the end the following new subsec
tion: 

"(e) The Secretary, in consuitation with 
appropriate experts, shall identify methods 
that would be available to assist peer review 
organizations <under subsection (a)(4)) in 
identifying those cases which are more 
likely than others to be associated with a 
quality of services which does not meet pro
fessionally recognized standards of health 
care." 

(4) EFFECTIVE DATES.-(A) The amend
ments made by paragraphs <1> and <2><B> 
shall apply to contracts as of January 1, 
1987. 

<B> The amendment made by paragraph 
<2><C> shall apply to review activities con
ducted by organizations on or after January 
1, 1988. 

<C> The amendment made by the para
graph <3> becomes effective on the date of 
the enactment of this Act. 

(d) REQUIRING CONSUMER REPRESENTATIVE 
oN PEER REVIEW BoARDs.-

<1> IN GENERAL.-Section 1152 of such Act 
(42 U.S.C. 1320c-1) is amended-

<A> by striking "and" at the end of para
graph (1), 

<B> by striking the period at the end of 
paragraph <2> and inserting "; and", and 

<C> by adding at. the end the following 
new paragraph: 

"(3) has at least one individual who is a 
representative of consumers on its board of 
directors." 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph < 1 > shall apply to con
tracts entered into or renewed on or after 
January 1, 1987. 

(e) IMPROVING PEER REVIEW RESPONSIVE· 
NESS TO BENEFICIARY COMPLAINTS.-

( 1) APPROPRIATE REVIEW OF COMPLAINTS RE· 
QUIRED.-Section 1154<a> of such Act (42 
U.S.C. 1320c-3<a». as amended by subsec
tion (b)(2), is further amended by adding at 
the end the following new paragraph: 

"<14> The organization shall conduct an 
appropriate review of all. written co~plaints 
about the quality of serv1ces (for wh1ch pay
ment may otherwise be made under title 
xvun not meeting professionally recog
nized standards of health care, if the com
plaint is filed with the organization by an 
individual entitled to benefits for such serv
ices under such title <or a person acting on 
the individual's behalf>. The organization 
shall inform the individual <or representa
tive> of the organization's conclusions re
specting the complaint and final disp?sit~on 
of the complaint. Before the orgaruzatwn 
concludes that the quality of services does 
not meet professionally recognized stand
ards of health care, the organization must 
provide the practitioner or person con
cerned with reasonable notice and opportu
nity for discussion.". 

(2) EFFECTIVE DATE.-The amendment 
made by paragraph <l> shall app~y to com
plaints received on or after the frrst day of 
the first month that begins more than 9 
months after the date of the enactment of 
this Act. 

(f) SHARING OF INFORMATION BY PEER 
REVIEW ORGANIZATIONS.-

(1) IN GENERAL.-Section 1160<b><1> of such 
Act (42 U.S.C. 1320c-9<b><l» is amended

<A> by striking "and" at the end of sub
paragraph <B>. 

<B> by amending subparagraph <C> to read 
as follows: 

"(C) to assist appropriate State agencies 
recognized by the Secretary as having re
sponsibility for licensing or certification of 
providers or practitioners or to assist na
tional accreditation bodies acting pursuant 
to section 1865 in accrediting providers for 
purposes of meeting the conditions de
scribed in title XVIII, which data and infor
mation shall be provided by the peer review 
organization to any such agency or body at 
the request of such agency or body relating 
to a specific case or to a possible pattern of 
substandard care, but only to the extent 
that such data and information are required 
by the agency or body in carrying out its re
spective function which is within the jurisi
diction of the agency or body under State 
law or under section 1865; and"; and 

<C> by inserting after subparagraph <C> 
the following new subparagraph: 

"<D> to assist State ombudsmen and State 
protection and advocacy officials who the 
Secretary identifies as having responsibility 
for assuring the quality of care furnished by 
providers or practitioners, which data and 
information shall be provided by the peer 
review organization to any such ombudsman 
or official upon request relating to a specific 
provider or practitioner, but only to the 
extent that such data and information are 
related to the quality of care furnished by a 
provider or practitioner and only if the peer 
review organization determines that the 
data and information may reflect a failure 
in a substantial number of cases or a gross 
and flagrant failure in one or more in
stances to provide services of a quality 
which meets professionally recognized 
standards of health care, and that the data 
and information are needed by the ombuds
man or official in carrying out official 
duties;". 

(2) EFFECTIVE DATE.-The amendments 
made by paragraph <1 > shall apply to re
quests for data and information made on 
and after the end of the 6-month period be
ginning on the date of the enactment of this 
Act. 

(g) FuNDING OF ADDITIONAL PRO ACTIVI· 
TIES.-

(1) THROUGH AGREEMENTS WITH HOSPITALS, 
SKILLED NURSING FACILITIES, AND HOME 
HEALTH AGENCIES.-Section 1866(a) of SUCh 
Act <42 U.S.C. 1395cc<a» is amended-

<A> in paragraph <l><F>-
(i) by redesignating clauses <D, <iD, and 

<iii>, as subclauses (1), <II>. and <III>, respec
tively, 

<iD by inserting "(i)" after "(F)", and 
<iii> by adding at the end the following 

new clause: 
"(ii) in the case of hospitals, skilled nurs

ing facilities, and home health agencies, to 
maintain an agreement with a utilization 
and quality control peer review organization 
<which has a contract with the Secretary 
under part B of title XI for the area in 
which the hospital, facility, or agency is lo
cated) to perform the functions described in 
paragraph <4><A>:": and 

<B> by adding at the end the following 
new paragraph: 

"<4><A> Under the agreement required 
under paragraph (l)(F)(ii), the peer review 
organization must perform functions <other 
than those covered under an agreement 
under paragraph <l><F><D> under the third 
sentence of section 1154<a><4><A> and under 

section 1154(a)(14) with respect to services, 
furnished by the hospital, facility, or agency 
involved, for which payment may be made 
under this title. 

"<B> For purposes of payment under this 
title, the cost of such an agreement to the 
hospital, facility, or agency shall be consid
ered a cost incurred by such hospital, facili
ty, or agency in providing covered services 
under this title and shall be paid directly by 
the Secretary to the peer review organiza
tion on behalf of such hospital, facility, or 
agency in accordance with a schedule estab
lished by the Secretary. 

"<C> Such payments-
"(i) shall be transferred in appropriate 

proportions from the Federal Hospital In
surance Trust Fund and from the Federal 
Supplementary Medical Insurance Trust 
Fund, without regard to amounts appropri
ated in advance in appropriation Acts, in 
the same manner as transfers are made for 
payment for services provided directly to 
beneficiaries, and 

"(ii) shall not be less in the aggregate for 
hospitals, facilities, and agencies for a fiscal 
year than the amounts the Secretary deter
mines to be sufficient to cover the costs of 
such organizations' conducting the activities 
described in subparagraph <A> with respect 
to such hospitals, facilities, or agencies 
under part B of title XI.". 

(2) THROUGH AGREEMENTS WITH HEALTH 
MAINTENANCE ORGANIZATIONS AND COMPETI
TIVE MEDICAL PLANS.-Section 1876(i) Of SUCh 
Act <42 U.S.C. 1395mm(i)), as amended by 
section 10222(f) of this subtitle, is amended 
by adding at the end the following new 
paragraph: 

"<7><A> Each risk-sharing contract with an 
eligible organization under this section shall 
provide that the organization will maintain 
an agreement with a utilization and quality 
control peer review organization <which has 
a contract with the Secretary under part B 
of title XI for the area in which the eligible 
organization is located) under which the 
peer review organization will perform func
tions under section 1154<a><4><B> and sec
tion 1154(a)(14) <other than those per
formed under contracts described in section 
1866(a)(l)(F)) with respect to services, fur
nished by the eligible organization, for 
which payment may be made under this 
title. 

"<B> For purpose of payment under this 
title, the cost of such agreement to the eligi
ble organization shall be considered a cost 
incurred by a provider of services in provid
ing covered services under this title and 
shall be paid directly by the Secretary to 
the peer review organization on behalf of 
such eligible organization in accordance 
with a schedule established by the Secre
tary. 

"<C> Such payments-
"(i) shall be transferred in appropriate 

proportions from the Federal Hospital In
surance Trust Fund and from the Supple
mentary Medical Insurance Trust Fund, 
without regard to amounts appropriated in 
advance in appropriations Acts, in the same 
manner as transfers are made for payment 
for services provided directly to benefici
aries, and 

"<ii> shall not be less in the aggregate for 
such organizations for a fiscal year than the 
amounts the Secretary determines to be suf
ficient to cover the costs of such organiza
tions' conducting activities described in sub
paragraph <A> with respect to such eligible 
organizations under part B of title XI.". 

(3) EFFECTIVE DATE.-
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(A) HOSPITALS, SKILLED NURSING FACILITIES, 

AND HOME HEALTH AGENCIES.-The amend
ments made by paragraph < 1 > shall apply to 
provider agreements as of October 1, 1987. 

(B) HMOs AND CM.PS.-The amendment 
made by paragraph <2> shall apply to risk
sharing contracts with eligible organiza
tions, under section 1876 of the Social Secu
rity Act, as of January 1, 1987. 

PART 5-ASSURING ACCESS TO HEALTH 
CARE 

SEC. 10251. INCENTIVES FOR THE ESTABLISHMENT 
OF STATE HEALTH INSURANCE 
POOLS. 

<a> GENERAL RULE.-Chapter 41 of the In
ternal Revenue Code of 1954 is amended by 
adding at the end thereof the following new 
subchapter: 
"Subchapter B-Large Employers Not Members 

of Qualified State Health Insurance Pools 
"Sec. 4912. Tax on wages of large employers 

not members of qualified State 
health insurance pools. 

"SEC. 4912. TAX ON WAGES OF LARGE EMPLOYERS 
NOT MEMBERS OF QUALIFIED STATE 
HEALTH INSURANCE POOLS. 

"<a> TAX IMPosED.-In the case of a large 
employer which-

"<1) employs any individual to perform 
services in a State that has established a 
qualified health insurance pool, and 

"(2) is not a participating member of that 
pool in a taxable year at any time at which 
such services are performed, 
there is hereby imposed a tax equal to 5 per
cent of the wages paid by the employer 
during the taxable year for services per
formed in the State by its employees. 

"(b) LARGE EMPLOYER.-For purposes of 
this section-

"<1) IN GENERAL.-Except as provided in 
paragraph (2), the term 'large employer' 
means an employer who, on each of some 20 
days during the taxable year or the preced
ing taxable year, each day being in a differ
ent calendar week, employed for some por
tion of the day <whether or not at the same 
moment of time> 20 or more individuals. 

"(2) EXCEPTION FOR GOVERNMENTAL UNITS.
The term 'large employer' shall not include 
the United States, any State or political 
subdivision thereof, or any possession of the 
United States or any agency or instrumen
tality of any of the foregoing (including the 
United States Postal Service and Postal 
Rate Commission>: except that such term 
shall include any nonappropriated fund in
strumentality of the United States. 

"(C) QUALIFIED HEALTH INSURANCE POOL.
For purposes of this section, the term 'quali
fied health insurance pool' means any orga
nization which-

"(1) is a nonprofit corporation established 
pursuant to and regulated by State law; 

"(2) permits any large employer doing 
business in the State to be a participating 
member; 

"(3) makes available <without regard to 
health conditions> to all residents of the 
State, who are not eligible for benefits 
under part A of title XVIII of the Social Se
curity Act, levels of health insurance typical 
of the levels of coverage provided through 
large employer groups, except that-

"<A> any such level of insurance must 
limit the amount of the annual out-of
pocket expenses for covered services under 
individual coverage to $1,500 and under 
faxnily coverage to $3,000, 

"(B) any such level of insurance may not 
establish a lifetime benefit limit for any in
dividual of less than $500,000, 

"<C> subject to subparagraph <A>. such in
surance may provide for a choice of deducti-

bles <in addition to the deductibles typical 
of levels of coverage provided through large 
employer groups), but not to exceed $1,000 
for each covered individual, 

"(D) such insurance may deny coverage 
for covered services for preexisting condi
tions for a period not to exceed 6 months, 
and 

"<E> such insurance must include as cov
ered services the purchase and repair of 
medically necessary durable medical equip
ment; 

"( 4> charges a pool premium rate expected 
to be self-supporting based upon a reasona
ble actuarial determination of anticipated 
experience and expected expenses, such 
pool premium rate in no event to exceed 150 
percent of average premium rates for indi
vidual standard risks in the State for com
parable coverage; and 

"(5) assesses losses of the pool equitably 
among all participating members. 
Nothing in this subsection shall be con
strued as preventing a State or other entity 
from providing for payment of part or all of 
the premium of an enrollee and from vary
ing the amount of such payment based on 
the enrollee's income or other basis. 

"(d) OTHER DEFINITIONS.-
"(!) USE OF FUTA DEFINITIONS.-For pur

poses of this section, the terms 'wages', 'em
ployee', and 'employer' have the meanings 
given such terms in subsections <a>, <c>, and 
<d>. respectively, of section 3401. 

"(2) STATE.-The term 'State' includes the 
District of Columbia and the Common
wealth of Puerto Rico. 

"(e) CROSS REFERENCE.-
"( 1) For provision denying deduction for tax 

imposed by this section, see section 275(a)(6). 
~'(2) For provisions making deficiency proce

dures applicable to tax imposed by this section, 
see section 6211 et seq." 

(b) CLERICAL AMENDMENTS.-
( 1> Chapter 41 of such Code is amended 

by striking the chapter heading and insert
ing the following: 

"CHAPTER 41-PUBLIC CHARITIES; LARGE 
EMPLOYERS NOT MEMBERS OF QUALI
FIED STATE HEALTH INSURANCE POOLS 

"Subchapter A. Public charities. 
"Subchapter B. Large employers not mem

bers of qualified State health 
insurance pools. 

"Subchapter A-Public Charities". 
(2) The table of chapters for subtitle D of 

such Code is amended by striking the item 
relating to chapter 41 and inserting the fol
lowing: 

"Chapter 41. Public charities; large employ
ers not members of qualified 
State health insurance pools." 

(3) Subparagraph <B> of section 6104(c)(l) 
of such Code is amended by striking "or 
chapter 41 or 42" and inserting ", subchap
ter A of chapter 41 or chapter 42". 

(C) EFFECTIVE DATE.-The amendments 
made by this section shall apply to taxable 
years beginning on or after January 1, 1988. 

(d) ESTABLISHMENT OF QUALIFIED STATE 
HEALTH INSURANCE POOLS.-Congress intends 
that each State should establish a qualified 
health insurance pool <described in section 
4912(c) of the Internal Revenue Code of 
1954> by not later than January 1, 1988, or, 
if later, the end of the first regular State 
legislative session that begins after the date 
of the enactment of this Act. 

SEC. 10252. COBRA TECHNICAL AMENDMENTS RE
LATING TO CONTINUATION OF EM
PLOYER-BASED HEALTH INSURANCE 
COVERAGE. 

(a) MODIFICATION OF COVERAGE.-Para
graph <2><A> of section 162(k) of the Inter
nal Revenue Code of 1954 <relating to type 
of benefit coverage) is amended by adding 
at the end the following: "If coverage is 
modified under the plan for similarly situat
ed beneficiaries, such coverage shall also be 
modified in the same manner for all quali
fied beneficiaries covered under the plan.". 

(b) MAxn.roM PERIOD OF CONTINUATION 
CoVERAGE.-Paragraph <2><B><D of such sec
tion <relating to maximum period of con
tinuation coverage) is amended-

( 1 > by striking out the period at the end 
and inserting a semicolon, and 

(2) by adding at the end the following: 
"except that in the case of a qualified bene
ficiary with respect to whom more than one 
qualifying event occurs, the date may be ex
tended under this clause but in no case may 
the coverage period with respect to such 
events <other than the period applicable to 
a qualifying event described in paragraph 
<3><F» exceed a 36-month period for such 
qualified beneficiary.". 

(C) GRACE PERIOD FOR PAYMENT OF PREMJ:
UMS.-Paragraph <2><B><iii> of such section 
<relating to failure to pay premium> is 
amended by adding at the end the follow
ing: "Payment shall be considered to be 
timely if made within 30 days of the date 
due or within such longer period as applies 
to or under the plan." 

(d) ELECTION BY BENEFICIARIES.-Para
graph <5> of such section <relating to elec
tions) is amended by adding at the end the 
following new subparagraph: 

"(C) RIGHT TO INDIVIDUAL ELECTION.-Not
withstanding subparagraph (B), each quali
fied beneficiary is entitled to make a sepa
rate election with respect to continuation 
coverage for that beneficiary and, if there is 
a choice of type of coverage under the plan, 
to make a separate selection among such 
types of coverage.". 

(e) NOTICE REQUIREMENT.-Paragraph 
(6)(C) of such section <relating to notice re
quirements> is amended by inserting 
"within 60 days of the date of the qualifying 
event" after "paragraph (3)". 

(f) EFFECTIVE DATE.-The amendments 
made by this section shall be effective as if 
they had been included in the enactment of 
the Consolidated Omnibus Budget Reconcil
iation Act of 1985. 
SEC. 10253. CONTINUATION COVERAGE FOR RETIR

EES IN CASES OF BANKRUPTCIES. 
(a) Loss OF COVERAGE OF RETIREE THROUGH 

BANKRUPTCY AS QUALIFYING EVENT.-Para
graph (3) of section 162(k) of the Internal 
Revenue Code of 1954 <relating to qualify
ing event with respect to continuation cov
erage requirements under group health 
plans> is amended by adding at the end the 
following: 

"<F> A proceeding in a case under title 11, 
United States Code, commencing on or after 
July 1, 1986, with respect to the employer 
from whose employment the covered em
ployee retired at any time. 
In the case of an event described in subpara
graph <F>, a loss of coverage includes a sub
stantial elimin~tion oi coverage with respect 
to a qualified beneficiary described in para
graph <7><B><iii> within one year before or 
after the date of commencement of the pro
ceeding." 

(b) PERIOD OF CONTINUATION COVERAGE.-
( 1) LIFE OF COVERED EMPLOYEE OR WIDOW 

AND ADDITIONAL 36 MONTHS FOR SURVIVING 
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SPOUSE AND DEPENDENTS.-Clause (i) Of sec
tion 162<k><2><B> of such Code <relating to 
maximum period) is amended-

<A> by striking "and" at the end of sub
clause <I>. 

<B> in subclause <II>, by inserting "or <II>" 
after "(I>", 

<C> by redesignating subclause <II> as sub
clause <III>. and 

<D> by inserting after subclause <I> the 
following new subclause: 

"<II> a qualifying event described in para
graph <3><F> <relating to bankruptcy pro
ceedings), the date of the death of the cov
ered employee or qualified beneficiary <de
scribed in paragraph <7><B><Ui><III». or in 
the case of the surviving spouse or depend
ent children of the covered employee, 36 
months after the date of the death of the 
covered employee, and". 

(2) COVERAGE NOT LOST UPON ENTITLEMENT 
TO MEDICARE BENEFITS.-Subclause (II) Of 
section 162<k><2><B><iv> of such Code <relat
ing to reemployment or medicare eligibility> 
is amended by inserting "in the case of a 
qualified beneficiary other than a qualified 
beneficiary described in paragraph 
<7><B><iii>," before "entitled". 

(C) DEFINITION OF QUALIFIED BENEFICIARY 
MODIFIED IN REORGANIZATION CASES.-Section 
162<k><7><B> of such Code <relating to spe
cial rule for termination and reduced em
ployment in definition of qualified benefici
ary> is amended by adding at the end the 
following new clause: 

"(iii) SPECIAL RULE FOR RETIREES AND 
wmows.-In the case of a qualifying event 
described in paragraph <3><F>, the term 
•qualified beneficiary' includes a covered 
employee who had retired on or before the 
date of substantial elimination of coverage 
and any other individual who, on the day 
before such qualifying event, is a benefici
ary under the plan-

"<I> as the spouse of the covered employ
ee, 

"<II> as the dependent child of the em
ployee, or 

"<III> as the surviving spouse of the cov
ered employee.". 

(d) EFFECTIVE DATE.-
(1) IN GENERAL.-The amendments made 

by this section shall take effect as if includ
ed in section 10001 of the Consolidated Om
nibus Budget Reconciliation Act of 1985. 

(2) TREATMENT OF CERTAIN BANKRUPTCY 
PROCEEDINGS.-Notwithstanding paragraph 
(1) and section 10001(e) of the Consolidated 
Omnibus Budget Reconciliation Act of 1985, 
the amendments made by this section and 
by section 10001 of such Act shall apply in 
the case of plan years ending during the 12-
month period beginning July 1, 1986, but 
only with respect to-

<A> a qualifying event described in section 
162<k><3><F> of the Internal Revenue Code 
of1954,and 

<B> a qualifying event described in section 
162<k><3><A> of such Code relating to the 
death of a retired employee occurring after 
the date of the qualifying event described in 
subparagraph <A>. 

(3) TREATMENT OF CURRENT RETIREES.-Sec
tion 162<k><3><F> of the Internal Revenue 
Code of 1954 applies to covered employees 
who retired before, on, or after the date of 
the enactment of this Act. 

Subtitle D-Revenue PllOvisions 
PART I-EXTENSION OF EXCISE TAX ON 

COMMUNICATIONS SERVICES 
SEC. 10301. EXTENSION OF EXCISE TAX ON COMMU

NICATIONS SERVICES. 
<a> IN GENERAL.-The table contained in 

paragraph <2> of section 425Hb> of the In-

ternal Revenue Code of 1954 <relating to im
position of tax on communications services> 
is amended to read as follows: 

"With respect to amounts 
paid pursuant to The applicable 
bills first rendered: percentage is: 

During 1987, 1988, or 
1989.............................. 3 

During 1990 or there-
after............................. 0." 

(b) EFFECTIVE DATE.-The amendment 
made by subsection <a> shall apply with re
spect to amounts paid for communications 
services pursuant to bills first rendered 
after December 31, 1986. 
SEC. 10302. STUDY OF COMMUNICATION SERVICES 

NOT SUBJECT TO FEDERAL EXCISE 
TAX. 

<a> IN GENERAL.-The Secretary of the 
Treasury or his delegate shall conduct a 
study of communication services which are 
exempt from the tax imposed by section 
4251 of the Internal Revenue Code of 1954 
by reason of being a private communication 
service <as defined in section 4252<d> of such 
Code) or by reason of a specific exemption 
from such tax under section 4253 of such 
Code. Such study shall include an estimate 
of the reduction in tax revenues by reason 
of each such exemption and shall describe 
the types of persons which benefit from 
each such exemption. 

<b> REPORT.-The report of the study 
under subsection <a> shall be submitted, not 
later than December 31, 1987, to the Com
mittee on Ways and Means of the House of 
Representatives and the Committee on Fi
nance of the Senate. 

PART II-INCREASES IN CERTAIN 
PENALTIES 

SEC. 10311. INCREASE IN PENALTY FOR UNDERPAY
MENTS OF TAX DEPOSITS. 

<a> IN GENERAL.-Subsection <a> of section 
6656 of the Internal Revenue Code of 1954 
<relating to failure to make deposit of taxes 
or understatement of deposits> is amended 
by striking out "5 percent" and inserting in 
lieu thereof "10 percent". 

(b) EFFECTIVE DATE.-The amendment 
made by subsection <a> shall apply with re
spect to deposits the date prescribed for the 
making of which is after the date of the en
actment of this Act. 
SEC. 10312. INCREASE IN PENALTY FOR SUBSTAN

TIAL UNDERSTATEMENT OF LIABIL
ITY. 

<a> IN GENERAL.-Subsection <a> of section 
6661 of the Internal Revenue Code of 1954 
<relating to substantial understatement of 
liability> is amended to read as follows: 

"(a) ADDITION TO TAX.-If there is a sub
stantial understatement of income tax for 
any taxable year, there shall be added to 
the tax an amount equal to 25 percent of 
the amount of any underpayment attributa
ble to such understatement." 

(b) EFFECTIVE DATE.-The amendment 
made by subsection <a> shall apply to re
turns the due date for which (determined 
without regard to extensions) is after De
cember 31, 1986. 
PART Ill-CERTAIN EXCISE TAX DEPOSITS 

ACCELERATED 
SEC. 10321. CERTAIN EXCISE TAX DEPOSITS ACCEL

ERATED. 
(a) ToBAcco.-Paragraph <2> of section 

5703<b> of the Internal Revenue Code of 
1954 <relating to method of payment of tax) 
is amended to read as follows: 

"(2) Tn4E FOR PAYMENT OF TAXES.-
"(A) IN GENERAL.-ln the case of taxes on 

tobacco products and cigarette papers and 

tubes removed during any semimonthly 
period under bond for deferred payment of 
tax, the last day for payment of such taxes 
shall be the 14th day after the last day of 
such semimonthly period. 

"(B) SPECIAL RULE WHERE 14TH DAY FALLS 
ON SATURDAY, SUNDAY, OR HOLIDAY.-If, but 
for this subparagraph, the due date under 
subparagraph <A> would fall on a Saturday, 
Sunday, or a Federal holiday, such due date 
shall be the immediately preceding day 
which is not a Saturday, Sunday, or such a 
holiday." 

<b> WINEs AND BEER.-Section 5061 of such 
Code <relating to method of collecting tax) 
is amended by redesignating subsection <e> 
as subsection <f> and by inserting after sub
section (d) the following new subsection: 

"(e) TIME FOR COLLECTING TAX ON WINES 
ANDBEER.-

"(1) IN GENERAL.-In the case of wines and 
beer to which this part applies <other than 
subsection <b> of this section> which are 
withdrawn under bond for deferred pay
ment of tax or from bonded premises <in
cluding customs custody), the last day for 
payment of such tax shall be the 14th day 
after the last day of the semimonthly 
period during which the withdrawal oc
curred. 

"(2) SPECIAL RULE WHERE 14TH DAY FALLS 
ON SATURDAY, SUNDAY, OR HOLIDAY.-If, but 
for this paragraph, the due date under para
graph <1> would fall on a Saturday, Sunday, 
or a Federal holiday, such due date shall be 
the immediately preceding day which is not 
a Saturday, Sunday, or such a holiday." 

(C) EFFECTIVE DATE.-
( 1 > IN GENERAL.-The amendments made 

by this section shall apply to removals 
during semimonthly periods ending on or 
after December 31, 1986. 

(2) SPECIAL RULE FOR TOBACCO FOR SEMI· 
MONTHLY PERIOD ENDING DECEMBER 15, 1986.
With respect to remittances for tobacco 
products and cigarette papers and tubes of 
the tax imposed by section 5701 of the In
ternal Revenue Code of 1954 for the semi
monthly period ending on December 15, 
1986, the last day for payment of such re
mittances shall be January 14, 1987. 

PART IV-TAX TREATMENT OF CONRAIL 
PUBLIC SALE 

SEC. 10331. TAX TREATMENT OF CONRAIL PUBLIC 
SALE. 

(a) TREATMENT AS NEW CORPORATION.-
(!) IN GENERAL.-For periods after the 

public sale, for purposes of the Internal 
Revenue Code of 1954, Conrail· shall be 
treated as a new corporation which pur
chased all of its assets as of the beginning of 
the day after the date of the public sale for 
an amount equal to the deemed purchase 
price. 

(2) ALLOCATION AMONG ASSETS.-The 
deemed purchase price shall be allocated 
among the assets of Conrail in accordance 
with the temporary regulations prescribed 
under section 338 of the Internal Revenue 
Code of 1954 <as such regulations were in 
effect on the date of the enactment of this 
Act>. The Secretary shall establish specific 
guidelines for carrying out the preceding 
sentence so that the basis of each asset will 
be clearly ascertainable. 

(3) DEEMED PURCHASE PRICE.-For purposes 
of this subsection, the deemed purchase 
price is an amount equal to the gross 
amount received pursuant to the public sale, 
multiplied by a fraction-

<A> the numerator of which is 100 percent, 
and 
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<B> the denominator of which is the per

centage <by value> of the stock of Conrail 
sold in the public sale. 
The amount determined under the preced
ing sentence shall be adjusted under regula
tions prescribed by the Secretary for liabil
ities of Conrail and other relevant items. 

(b) No INCOME FROM CANCELLATION OF 
DEBT OR PREFERRED STOCK.-No amount 
shall be included in the gross income of any 
person by reason of any cancellation of any 
obligation <or preferred stock> of Conrail in 
connection with the public sale. 

(C) DISALLOWANCE OF CERTAIN DEDUc
TIONS.-No deduction shall be allowed to 
Conrail for any amount which is paid after 
the date of the public sale to employees of 
Conrail for services performed on or before 
the date of the public sale in order to in
crease wages or benefits to industry stand
ards. 

(d) WAIVER OF CERTAIN EMPLOYEE STOCK 
OWNERSHIP PLAN PROVISIONS.-For purposes 
of determining whether the employee stock 
ownership plans of Conrail meet the qualifi
cations of sections 401 and 501 of the Inter
nal Revenue Code of 1954-

<1 > the limits of section 415 of such Code 
<relating to limitations on benefits and con
tributions under qualified plans> shall not 
apply with respect to interests in stock 
transferred pursuant to this Act or a law 
heretofore enacted, and 

<2> the 2-year waiting period for withdraw
als shall not apply to participant withdraw
als of amounts <or shares> in their accounts 
in connection with the public sale. 

<e> DEFINITIONs.-For purposes of this sec
tion-

<1> CoNRAIL.-The term "Conrail" means 
the Consolidated Rail Corporation. Such 
term includes any corporation which was a 
subsidiary of Conrail immediately before 
the public sale. 

<2> PuBLIC sALE.-The term "public sale" 
means the sale of stock in Conrail pursuant 
to a public offering under the Conrail Pri
vatization Act. If there is more than 1 
public offering under such Act, such term 
means the sale pursuant to the initial public 
offering under such Act. 

(3) SECRETARY.-The term "Secretary" 
means the Secretary of the Treasury or his 
delegate. 
PART V-PORT USE TAX AND RELATED 

TRUST FUND; INLAND WATERWAYS TRUST 
FUND 

SEC. 10341. IMPOSITION OF PORT USE TAX. 
<a> GENERAL RULE.-Chapter 36 of the In

ternal Revenue Code of 1954 <relating to 
certain other excise taxes) is amended by in
serting after the chapter heading the fol
lowing new subchapter: 

"Subchapter A-Port Use Tax 
"Sec. 4461. Imposition of tax. 
"Sec. 4462. Definitions and special rules. 
"SEC. 4461. IMPOSITION OF TAX. 

"<a> GENERAL RULE.-There is hereby im
posed a tax on any port use. 

"(b) AMoUNT OF TAX.-The amount of the 
tax imposed by subsection <a> on any port 
use shall be 0.04 percent of the value of the 
cargo involved. 

"(C) LIABILITY FOR TAX.-The tax imposed 
by subsection <a> shall be paid by-

"<1> in the case of cargo entering the 
United States, the importer, 

"(2) in the case of cargo to be exported 
from the United States, the exporter, or 

"(3) in any other case, the shipper. 
"SEC. 4462. DEFINITIONS AND SPECIAL RULES. 

"<a> PoRT UsE.-For purposes of this sub
chapter-

"(1) PORT USE.-The term 'port use' 
means-

"<A> the loading of commercial cargo on, 
or 

"(B) the unloading of commercial cargo 
from, 
a commercial vessel at a port in the United 
States. 

"(2) PoRT.-The term 'port' means any 
port or channel in the United States with a 
depth authorized by law of more than 14 
feet. The term does not include any port or 
channel with respect to which no Federal 
funds have been used for construction, 
maintenance, or operation. 

"(b) OTHER DEFINITIONS.-For purposes of 
this subchapter-

"<1> CO.II:MERCIAL CARGO.-The term 'com
mercial cargo' means any cargo other than 
fuel supplies, ship's stores, sea stores, or le
gitimate equipment for the vessel. 

"<2> Co.M:MERciAL VESSEL.-The term 'com
mercial vessel' means any vessel used-

"<A> in the business of transporting cargo 
by water for compensation or hire, or 

"(B) in transporting cargo by water in the 
business of the owner, lessee, or operator of 
the vessel <other than fish or other aquatic 
animal life caught on the voyage). 

"(3) VALUE.-The term 'value' means
"<A> in the case of an arms length transac

tion, the sales price determined under the 
principles of section 4216<a>; or 

"<B> in any other case, a constructive sales 
price determined under regulations pre
scribed by the Secretary. 
To the extent provided in regulations, value 
may be determined on the basis of standard 
commercial documentation. 

"(C) EXEMPTION FOR HAWAII AND POSSES
SIONS.-

"(1) UNITED STATES NOT TO INCLUDE HAWAII 
OR POSSESSIONS.-For purposes of this sub
chapter, the term 'United States' shall not 
include Hawaii or any possession of the 
United States. 

"(2) SHIPMENTS TO HAWAII OR POSSES
SIONS.-NO tax shall be imposed by this sub
chapter with respect to any cargo loaded on 
a vessel for transportation to Hawaii or any 
possession of the United States for ultimate 
use or consumption in Hawaii or any posses
sion of the United States. 

"(d) EXEMPTION FOR TAX WHERE TRANs
PORTATION SUBJECT TO TAX IMPOSED BY SEC
TION 4042.-No tax shall be imposed under 
this subchapter with respect to any cargo if 
any portion of the transportation of such 
cargo on the vessel concerned has <or will 
be) transportation subject to the tax im
posed by section 4042 <relating to tax on 
fuel used in commercial transportation on 
inland waterways). 

"(e) EXEMPTION FOR UNITED STATES.-No 
tax shall be imposed under this subchapter 
on the United States or any agency or in
strumentality thereof. 

"(f) EXTENSION OF PROVISIONS OF LAW AP
PLICABLE TO CuSTOMS DUTY.-

"(1) IN GENERAL.-Except to the extent 
otherwise provided in regulations, all admin
istrative and enforcement provisions of cus
toms law shall apply in respect of cargo sub
ject to the tax imposed by this subchapter 
<and in respect of persons liable therefor> in 
the same manner as if such cargo were 
cargo imported into the United States. For 
purposes of the preceding sentence, any 
penalty expressed in terms of a relationship 
to the amount of the duty shall be treated 
as not less than the amount which bears a 
similar relationship to the value of the 
cargo. 

"(2) JURISDICTION OF COURTS AND AGEN
CIES.-For purposes of determining the ju
risdiction of any court of the United States 
or any agency of the United States, the tax 
imposed by this subchapter shall be treated 
as if such tax were a customs duty. 

"(3) ADMINISTRATIVE PROVISIONS APPLICA
BLE TO TAX LAW NOT TO APPLY.-The tax im
posed by this subchapter ·shall not be treat
ed as a tax for purposes of subtitle F of this 
title or any other provision of law relating 
to the administration and enforcement of 
internal revenue taxes. 

"(g) REGULATIONS.-The Secretary shall 
prescribe such regulations as may be neces
sary to carry out the purposes of this sub
chapter including-

"<1) regulations providing that only 1 tax 
shall be imposed under this subchapter with 
respect to the transportation of any cargo 
on the same vessel, and 

"(2) regulations exempting any transac
tion or class of transactions from the tax 
imposed by this subchapter where the col
lection of such tax is not administratively 
practical." 

(b) CLERICAL AIIEND:MENT.-The table of 
subchapters for chapter 36 of such Code is 
amended by inserting the following before 
the item relating to subchapter D: 

"Subchapter A. Port use tax." 
(C) EFFECTIVE DATE.-The amendments 

made by this section shall take effect on 
January 1, 1987. 
SEC. 10342. CREATION OF PORT INFRASTRUCTURE 

DEVELOPMENT AND IMPROVEMENT 
TRUST FUND. 

<a> IN GENERAL.-Subchapter A of chapter 
98 of the Internal Revenue Code of 1954 <re
lating to establishment of trust funds) is 
amended by adding after section 9504 the 
following new section: 
"SEC. 9505. PORT INFRASTRUCTURE DEVELOPMENT 

AND IMPROVEMENT TRUST FUND. 
"(a) CREATION OF TRUST F'uND_-There is 

hereby established in the Treasury of the 
United States a trust fund to be known as 
the 'Port Infrastructure Development and 
Improvement Trust Fund' <hereinafter in 
this section referred to as the 'Port Trust 
Fund'), consisting of such amounts as may 
be-

"<1 > appropriated to the Port Trust Fund 
as provided in this section, 

"(2) appropriated to the Port Trust Fund 
pursuant to section 10342<b> of the Omni
bus Budget Reconciliation Act of 1986, or 

"(3) credited to the Port Trust Fund as 
provided in section 9602<b>. 

"(b) TRANSFER TO PORT TRUST FuND OF 
AMOUNTS EQUIVALENT TO CERTAIN TAXES.
There are hereby appropriated to the Port 
Trust Fund amounts equivalent to the taxes 
received in the Treasury under section 4461 
<relating to port use tax). 

"(C) EXPENDITURES FRoM PORT TRUST 
F'uND.-

"(1) IN GENERAL.-Amounts in the Port 
Trust Fund shall be available, as provided 
by appropriation Acts, for making expendi
tures for-

"<A> feasibility studies for, and construc
tion, operation, and maintenance of, 
projects for ports by the Secretary, 

"<B> feasibility studies for, and construc
tion, rehabilitation, operation, and mainte
nance of, projects for ports for the Saint 
Lawrence Seaway by the Saint Lawrence 
Seaway Development Corporation, 

"(C) relocations of utilities, structures, 
and other improvements, necessary for con
struction, operation, and maintenance of 
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projects referred to in subparagraph <A> or 
<B>. 

"<D> making payments to any non-Federal 
interest which has planned and designed or 
planned, designed, and constructed a port in 
accordance with section 104 of the Water 
Resources Development Act of 1986, 

"<E> grants under sections 113 and 114 of 
such Act, and 

"<F> the payment of rebates of tolls or 
charges pursuant to section 13 of the Act of 
May 13, 1954 (as in effect on the date of the 
enactment of this section), and 

"(G) the payment of all expenses of ad
ministration incurred by the Department of 
the Treasury in administering subchapter A 
of chapter 36 <relating to port use tax>. 

"(2) DEFINITIONS AND SPECIAL RULES.-For 
purposes of paragraph <1 >-

"<A> CONSTRUCTION DEFINED.-The term 
'construction' includes any planning, design
ing, engineering, and surveying which is 
necessary to carry out a project for a port 
and which is performed after authorization 
of the project. 

"(B) PORT DEFINED.-The term 'port' has 
the meaning given such term by section 115 
of the Water Resources Development Act of 
1986. 

"(C) LIMITATION ON REBATE.-The amount 
of rebate of any toll or charge which may be 
paid out of the Port Trust Fund under para
graph <l><F> shall not exceed the portion of 
such toll or charge which is attributable to 
cargo on which tax was <or is to be> imposed 
by section 4461 of the Internal Revenue 
Code of 1954. 

"(D) REFERENCE TO SECTIONS.-Any refer
ence to a section of the Water Resources 
Development Act of 1986 shall be treated as 
a reference to such section as in effect on 
the date of the enactment of this section." 

(b) AUTHORIZATION OF APPROPRIATIONS TO 
PoRT TRusT FuNn.-There is hereby author
ized to be appropriated, out of any money in 
the Treasury not otherwise appropriated, to 
the Port Infrastructure Development and 
Improvement Trust Fund for each fiscal 
year beginning after September 30, 1986, an 
amount equal to the excess of-

< 1) $1,000,000,000, over 
(2) the amount of tax imposed by section 

4461 of the Internal Revenue Code of 1954 
<relating to port use tax> which the Secre
tary of the Treasury estimates will be re
ceived by such Trust Fund during such year. 

(C) REBATES OF SAINT LAWRENCE SEAWAY 
ToLLs.-The Act of May 13, 1954 is amended 
by adding at the end thereof the following 
new section: 

"REBATE OF CHARGES OR TOLLS 
"SEc. 13. <a> The Corporation shall certify 

to the Secretary of the Treasury, in such 
form and at such times as the Secretary of 
the Treasury shall prescribe-

"(1) the identity of any person who pays a 
charge or toll to the Corporation pursuant 
to section 12 of this Act with respect to a 
commercial vessel <as defined in section 
4462<b><2> of the Internal Revenue Code of 
1954), and 

"(2) the amount of the toll or charge paid 
by such person with respect to such vessel. 

"(b) Within 30 days of the receipt of a cer
tification described in subsection <a>. the 
Secretary of the Treasury shall rebate, out 
of the Port Infrastructure Development and 
Improvement Trust Fund, to the person de
scribed in subsection <a> the amount of the 
charge or toll paid pursuant to section 12 of 
this Act which is attributable to cargo on 
which tax was <or is to be) imposed by sec
tion 4461 of the Internal Revenue Code of 
1954." 

(d) CLERICAL AMENDMENT.-The table of 
sections for subchapter A of chapter 98 of 
such Code is amended by adding after the 
item relating to section 9504 the following 
new item: 
"Sec. 9505. Port Infrastructure Develop

ment and Improvement Trust 
Fund." 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall take effect on 
January 1, 1987. 
SEC. 10343. INLAND WATERWAYS TRUST FUND. 

<a> IN GENERAL.-Subchapter A of chapter 
98 of the Internal Revenue Code of 1954 <re
lating to establishment of trust funds> is 
amended by adding after section 9505 the 
following new section: 
"SEC. 9506. INLAND WATERWAYS TRUST FUND. 

"(a) CREATION OF TRUST FuND.-There is 
hereby established in the Treasury of the 
United States a trust fund to be known as 
the 'Inland Waterways Trust Fund'. consist
ing of such amounts as may be appropriated 
or credited to such Trust Fund as provided 
in this section or section 9602(b). 

"(b) TRANSFER TO TRUST FuND OF AMOUNTS 
EQUIVALENT TO CERTAIN TAXES.-There are 
hereby appropriated to the Inland Water
ways Trust Fund amounts determined by 
the Secretary to be equivalent to the taxes 
received in the Treasury under section 4042 
<relating to tax on fuel used in commercial 
transportation on inland waterways). 

"(c) EXPENDITURES FROM TRUST FuND.
"(1) IN GENERAL.-Except as provided in 

paragraph <2>, amounts in the Inland Wa
terways Trust Fund shall be available, as 
provided by appropriation Acts, for making 
construction and rehabilitation expendi
tures for navigation on the inland and coast
al waterways of the United States described 
in section 206 of the Inland Waterways Rev
enue Act of 1978, as in effect on the date of 
the enactment of this section. 

"(2) EXCEPTION FOR CERTAIN PROJECTS.
"(A) CONSTRUCTION PROJECTS.-Not more 

than % of the cost of any construction to 
which section 202<a> of the Water Re
sources Development Act of 1986 applies <as 
in effect on the date of the enactment of 
this section) may be paid from the Inland 
Waterways Trust Fund. 

"(B) CERTAIN RELOCATION EXPENSES.-Not 
more than Ys of the cost of any relocation to 
which section 202<b> of such Act applies <as 
in effect on the date of the enactment of 
this section> may be paid from the Inland 
Waterways Trust Fund." 

(b) CONFORMING AMENDMENTS.-Sections 
203 and 204 of the Inland Waterways Reve
nue Act of 1978 <relating to Inland Water
ways Trust Fund) are hereby repealed. 

(C) FuEL USE ON TENNESSEE-TOMBIGBEE WA
TERWAY SUBJECT TO INLAND WATERWAY 
TAX.-Section 206 of the Inland Waterways 
Revenue Act of 1978 is amended by adding 
at the end thereof the following: 

"(27) Tennessee-Tombigbee Waterway: 
From Pickwick Pool on the Tennessee River 
at RM 215 to Demopolis, Alabama, on the 
Tombigbee River at RM 215.4.". 

(d) CLERICAL AMENDMENT.-The table of 
sections for subchapter A of chapter 98 of 
such Code is amended by adding at the end 
thereof the following new item: 

"Sec. 9506. Inland Waterways Trust 
Fund." 

(e) EFFECTIVE DATE.-
( 1) IN GENERAL.-The amendments made 

by this section shall take effect on January 
1, 1987. 

(2) SPECIAL RULE FOR TENNESSEE-TOMBIGBEE 
WATERWAY.-For purposes of section 

9506<c><l> of the Internal Revenue Code of 
1954 <as added by this section>. the amend
ment made by subsection <c> shall be treat
ed as taking effect on the date of the enact
ment of this Act. 

(3) INLAND WATERWAYS TRUST FUND TREATED 
AS CONTINUATION OF OLD TRUST FUND.-The 
Inland Waterways Trust Fund established 
by the amendments made by this section 
shall be treated for all purposes of law as a 
continuation of the Inland Waterways Trust 
Fund established by section 203 of the 
Inland Waterways Revenue Act of 1978. 
Any reference in any law to the Inland Wa
terways Trust Fund established by such sec
tion 203 shall be deemed to include <wherev
er appropriate> a reference to the Inland 
Waterways Trust Fund established by this 
section. 

PART VI-TAX ON PETROLEUM AND OIL 
SPILL LIABILITY TRUST FUND 

SEC. 10351. TAX ON PETROLEUM. 

<a> IN GENERAL.-Subsections <a> and (b) 
of section 4611 of the Internal Revenue 
Code of 1954 <relating to environmental tax 
on petroleum> are each amended by striking 
out "of 0.79 cent a barrel" and inserting in 
lieu thereof "at the rate specified in subsec
tion <c>". 

(b) INCREASE IN TAX.-Section 4611 of such 
Code is amended by redesignating subsec
tions (c) and <d> as subsections (d) and (e), 
respectively, and by inserting after subsec
tion (b) the following new subsection: 

"(C) RATE OF TAX.-
"(1) IN GENERAL.-The rate of the taxes im

posed by this section is the sum of-
"<A> the Hazardous Substance Superfund 

financing rate, and 
"<B> the Oil Spill Liability Trust Fund fi

nancing rate. 
"(2) RATEs.-For purposes of paragraph 

(1)-

"(A) the Hazardous Substance Superfund 
financing rate is 0. 79 cent a barrel, and 

"(B) the Oil Spill Liability Trust Fund fi
nancing rate is 1.3 cents a barrel." 

(C) CREDIT AGAINST PORTION OF TAX AT
TRIBUTABLE TO OIL SPILL RATE.-Section 
4612 of such Code <relating to definitions 
and special rules> is amended by redesignat
ing subsection (c) as subsection (d) and by 
inserting after subsection (b) the following 
new subsection: 

"(C) CREDIT AGAINST PORTION OF TAX AT
TRIBUTABLE TO OIL SPILL RATE.-There shall 
be allowed as a credit against so much of 
the tax imposed by section 4611 as is attrib
utable to the Oil Spill Liability Trust Fund 
financing .rate for any period an amount 
equal to the excess of-

"<1> the aggregate amounts paid by the 
taxpayer before January 1, 1987, into the 
Deepwater Port Liability Trust Fund and 
the Offshore Oil Pollution Compensation 
Fund, over 

"(2) the amount of such payments taken 
into account under this subsection for all 
prior periods." 

(d) CONFORMING AMENDMENTS.-
(1) Subsection <e> of section 4611 of such 

Code <relating to application of taxes>. as 
redesignated by subsection <b>, is amended 
to read as follows: 

"(e) APPLICATION OF TAXES.-
"(1) SUPERFUND RATE.-The Hazardous 

Substance Superfund financing rate under 
subsection <c> shall not apply after Septem
ber 30, 1985. 

"(2) OI:L SPILL RATE.-The Oil Spill Liabil
ity Trust Fund financing rate under subsec
tion <c> shall apply after December 31, 1986, 
and before January 1, 1992." 
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<2> Subsection <c> of section 4661 of such 

Code <relating to termination of tax on cer
tain chemicals> is amended to read as fol
lows: 

"(C) TERMINATION.-The tax imposed by 
this section shall not apply after September 
30, 1985." 

<3> Paragraph (1) of section 22l<b> of the 
Hazardous Substance Response Revenue 
Act of 1980 <relating to transfers to Re
sponse Trust Fund> is amended by adding at 
the end thereof the following: 
"In the case of the tax imposed by section 
4611, paragraph <1> shall apply only to so 
much of such tax as is attributable to the 
Superfund financing rate under section 
4611(C)." 

(e) EFFECTIVE DATE.-The amendments 
made by this section shall take effect on 
January 1, 1987. 
SEC. 10352. OIL SPILL LIABILITY TRUST FUND. 

<a> IN GENERAL.-Subchapter A of chapter 
98 of the Internal Revenue Code of 1954 <re
lating to establishment of trust funds> is 
amended by adding after section 9506 the 
following new section: 
"SEC. 9507. OIL SPILL LIABILITY TRUST FUND. 

"(a) CREATION OF TRUST FuND.-There is 
established in the Treasury of the United 
States a trust fund to be known as the 'Oil 
Spill Liability Trust Fund'. consisting of 
such amounts as may be appropriated or 
credited to such Trust Fund as provided in 
this section or section 9602(b). 

"(b) TRANSFERS TO TRUST FuND.-There 
are hereby appropriated to the Oil Spill Li
ability Trust Fund amounts equivalent to-

"<1) taxes received in the Treasury under 
section 4611 <relating to environmental tax 
on petroleum> to the extent attributable to 
the Oil Spill Liability Trust Fund financing 
rate under section 461l<c), 

"(2) amounts recovered, collected, or re
ceived under subtitle A of the Comprehen
sive Oil Pollution Liability and Compensa
tion Act, 

"(3) amounts remaining on the date of the 
enactment of this section in the Deep Water 
Port Liability Fund established by section 
18(f) of the Deep Water Port Act of 1974, 

"(4) amounts remaining on the date of the 
enactment of this section in the Offshore 
Oil Pollution Compensation Fund estab
lished under section 302 of the Outer Conti
nental Shelf Lands Act Amendments of 
1978, and 

"(5) amounts credited to such trust fund 
under section 31l<s> of the Federal Water 
Pollution Control Act. 

"(C) EXPENDITURES.-
"(1) GENERAL EXPENDITURE PURPOSES.
"(A) IN GENERAL.-Amounts in the Oil Spill 

Liability Trust Fund shall be available, as 
provided in appropriation Acts, only for pur
poses of making expenditures for-

"(i) the payment of removal costs de
scribed in section 6501<24><A> of the Com
prehensive Oil Pollution Liability and Com
pensation Act, 

"(ii) the payment of claims under the 
Comprehensive Oil Pollution Liability and 
Compensation Act for damage which is not 
otherwise compensated, 

"(iii) carrying out subsections <c>. <d>. (i), 
and m of section 311 of the Federal Water 
Pollution Control Act with respect to any 
discharge of oil <as defined in such section>. 

"(iv> carrying out section 5 of the Inter
vention on the High Seas Act relating to oil 
pollution or the substantial threat of oil 
pollution, 

"<v> the payment of all expenses of admin
istration incurred by the Federal Govern-
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ment under the Comprehensive Oil Pollu
tion Liability and Compensation Act, and 

"(vi) the payment of contributions to the 
International Fund under section 6544 of 
such Act. 

"(B) SPECIAL RULES.-
"(i) PAYMENTS TO GOVERNMENTS ONLY FOR 

REMOVAL COSTS.-Amounts shall be available 
under subparagraph <A> for payments to 
any government only for removal costs and 
administrative expenses related to removal 
costs. 

"(ii) RESTRICTIONS ON CONTRIBUTIONS TO 
INTERNATIONAL FUND.-Under regulations 
prescribed by the Secretary, amounts shall 
be available under subparagraph <A> with 
respect to any contribution to the Interna
tional Fund only in proportion to the por
tion of such fund used for a purpose for 
which amounts may be paid from the Oil 
Spill Liability Trust Fund. 

"(iii) REFERENCES TO OTHER ACTS.-Any ref
erence in any clause of subparagraph <A> to 
any Act shall be treated as a reference to 
such Act as in effect on the date of the en
actment of this section. 

"(2) LIMITATIONS ON EXPENDITURES.-
"(A) $200,000,000 PER INCIDENT.-The max

imum amount which may be paid from the 
Oil Spill Liability Trust Fund with respect 
to any single incident shall not exceed 
$200,000,000. 

"(B) $30,000,000 MINIMUM BALANCE.
Except in the case of payments described in 
paragraph <l><A><O. a payment may be 
made from such Trust Fund only if the 
amount in such Trust Fund after such pay
ment will not be less than $30,000,000. 

"(d) AUTHORITY To BORROW.-
"(!) IN GENERAL.-There are authorized to 

be appropriated to the Oil Spill Liability 
Trust Fund, as repayable advances, such 
sums as may be necessary to carry out the 
purposes of such Trust Fund. 

"(2) LIMITATION ON AMOUNT OUTSTAND
ING.-The maximum aggregate amount of 
repayable advances to the Oil Spill Liability 
Trust Fund which is outstanding at any one 
time shall not exceed $300,000,000. 

"(3) REPAYMENT OF ADVANCES.-
"(A) IN GENERAL.-Advances made to the 

Oil Spill Liability Trust Fund shall be 
repaid, and interest on such advances shall 
be paid, to the general fund of the Treasury 
when the Secretary determines that moneys 
are available for such purposes in such 
Fund. 

"(B) FINAL REPAYMENT.-No advance shall 
be made to the Oil Spill Liability Trust 
Fund after September 30, 1991, and all ad
vances to such Fund shall be repaid on or 
before such date. 

"(C) RATE OF INTEREST.-Interest on ad
vances made pursuant to this subsection 
shall be at a rate determined by the Secre
tary of the Treasury <as of the close of the 
calendar month preceding the month in 
which the advance is made) to be equal to 
the current average market yield on out
standing marketable obligations of the 
United States with remaining periods to ma
turity comparable to the anticipated period 
during which the advance will be outstand
ing and shall be compounded annually. 

"(e) LIABILITY OF THE UNITED STATES LIM
ITED TO AMOUNT IN TRUST FuND.-

"(1) GENERAL RULE.-Any claim filed 
against the Oil Spill Liability Trust Fund 
may be paid only out of such Trust Fund. 

"(2) COORDINATION WITH OTHER PROVI
SIONS.-Nothing in the Comprehensive Oil 
Pollution Liability and Compensation Act 
<or in any amendment made by such Act> 
shall authorize the payment by the United 

States Government of any amount with re
spect to any such claim out of any source 
other than the Oil Spill Liability Trust 
Fund. 

"(f) ORDER IN WHICH UNPAID CLAIMS ARE 
To BE PAID.-If at any time the Oil Spill Li
ability Trust Fund has insufficient funds <or 
is unable by reason of subsection <c><2» to 
pay all of the claims out of such Trust Fund 
at such time, such claims shall, to the 
extent permitted under such subsections, be 
paid in full in the order in which they were 
finally determined." 

(b) CLERICAL AMENDMENT.-The table of 
sections for subchapter A of chapter 98 of 
such Code is amended by adding after the 
item relating to section 9506 the following 
new item: 

"Sec. 9507. Oil Spill Liability Trust Fund." 
(C) EFFECTIVE DATE.-The amendments 

made by this section shall take effect on 
January 1, 1987. 

PART V-I-CUSTOMS REVENUES 

SEC. 10361. CUSTOMS USER FEE FOR THE PROCESS
ING OF MERCHANDISE ENTRIES. 

<a> AMOUNT OF FEE.-Subsection <a> of sec
tion 13031 of the Consolidated Omnibus 
Budget Reconciliation Act of 1985 <19 U.S.C. 
58c<a» is amended by adding at the end 
thereof the following new paragraph: 

"(9) For the processing of each formal 
entry of merchandise for consumption, a fee 
<which is imposed on the importer of record 
of the merchandise> in an amount equal to 
the following percentage of the appraised 
value, as determined under the customs 
laws, of the merchandise: 

"<A> 0.5 percent if the merchandise is en
tered after November 30, 1986, and before 
October 1, 1987. 

"(B) 0.2 percent if the merchandise is en
tered after September 30, 1987. 
For purposes of this paragraph, the term 
'merchandise' does not include any article 
classifiable under any provision of schedule 
8 of the Tariff Schedules of the United 
States.". 

(b) CusToMs UsER FEE AccoUNT.-Para
graph <l> of section 1303l(f) of the Consoli
dated Omnibus Budget Reconciliation Act 
of 1985 <19 U.S.C. 58c(f)(l)) is amended to 
read as follows: "<1) Notwithstanding sec
tion 524 of the Tariff Act of 1930 <19 U.S.C. 
1524), all of the fees collected under subsec
tion (a) shall be deposited into a separate 
account. which shall be known as the 'Cus
toms User Fee Account'. within the general 
fund of the Treasury of the United States. 
Except as provided in paragraph (2), all 
monies in the Customs User Fee Account 
shall be available, to the extent provided for 
in appropriation Acts, for the necessary ex
penses of the United States Customs Service 
in carrying out its operations, except oper
ations funded under the Customs Forfeiture 
Fund. At the close of fiscal year 1988 and 
each even-numbered fiscal year occurring 
thereafter, the Secretary of the Treasury 
shall submit a report to the Committee on 
Ways and Means of the House of Represent
atives and the Committee on Finance of the 
Senate regarding how the fees imposed 
under subsection (a) should be adjusted in 
order that the balance of the Customs User 
Fee Account approximates a zero balance. 
Before making recommendations regarding 
any such adjustments, the Secretary of the 
Treasury shall provide adequate opportuni
ty for public comment. The recommenda
tions shall, as precisely as possible. propose 
fees which reflect the actual costs to the 
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United States Government for the services 
provided by the Customs Service.". 

PART VIII-COORDINATION WITH OTHER 
PROVISIONS 

SEC. 10371. COORDINATION WITH OTHER PROVI· 
SIONS. 

Nothing in any provision of this Act 
<other than this title> shall be construed 
as-

<1> imposing any tax (or exempting any 
p~rson or property from any tax>. 

<2> establishing any trust fund, or 
(3) authorizing amounts to be expended 

from any trust fund. 
Page 552, after line 2, insert the following 

new title: 
TITLE XI-MISCELLANEOUS 

SEC. 11001. APPROPRIATIONS REDUCTION. 
(a) APPROPRIATIONS REDUCTION.-All dis

cretionary appropriations made for fiscal 
year 1987 in any Act making or continuing 
appropriations <whether enacted before or 
after the enactment of this Act> shall be 
automatically reduced, in the manner de
scribed in subsection (b), to the extent nec
essary to achieve a reduction in budget out
lays to a level $1,000,000,000 below the level 
of outlays allocated in House Report 99-666 
to the Committee on Appropriations pursu
ant to section 302<a> of the Congressional 
Budget Act of 1974 in such fiscal year. 

(b) MANNER OF REDUCTION.-The reduction 
in discretionary appropriations under sub
section <a> shall be made in the manner pro
vided in section 25l<a><3><B> of the Bal
anced Budget and Emergency Deficit Con
trol Act of 1985, as though subsection <a> of 
this section were a Presidential order issued 
under section 252 of such Act and the 
amount of the deficit excess to be eliminat
ed were the amount necessary to achieve a 
reduction in budget outlays to a level 
$1,000,000,000 below the level of outlays al
located in House Report 99-666 to the Com
mittee on Appropriations pursuant to sec
tion 302<a> of the Congressional Budget Act 
of 1974 in such fiscal year, and shall take 
effect on the date of the enactment of this 
Act or the date of the enactment of such 
Act making or continuing appropriations, 
whichever is later. 
SEC. 11002. APPROPRIATIONS FOR IRS ENFORCE· 

MENT. 
For purposes of reconciliation, in order to 

provide for an accurate estimate of revenue 
raised by increased appropriations for the 
Internal Revenue Service, the enacted ap
propriations measure providing funding for 
the Internal Revenue Service for the fiscal 
year ending September 30, 1987, will include 
the following funding levels: for "Salaries 
and Expenses", $95,147,000; for "Processing 
Tax Returns", $1,332,902,000; for "Examina
tions and Appeals", $1,623,162,000; and for 
"Investigation, Collection, and Taxpayer 
Service", $1,196,581,000: Provided, That the 
allocation to the Senate Committee on Ap
propriations pursuant to section 302(a) of 
the Budget Act, as amended, under Senate 
Concurrent Resolution 120, the concurrent 
resolution on the budget for fiscal year 
1987, is increased by $300,000,000 in both 
new budget authority and outlays. 
SEC. 11003. REVENUE SHARING PAYMENTS. 

Notwithstanding section 6702<b> of title 
31, United States Code, the Secretary of the 
Treasury shall make the installment pay
ment of revenue sharing funds under chap
ter 67 of such title that is otherwise re
quired to be paid on or before October 5, 
1986, by no later than September 30, 1986. 

SEC. 11004. BUDGETARY TREATMENT OF SALES OF 
LOAN ASSETS. 

(a) ASSET SALES AS DEFICIT REDUCTIONS.
Any sale <whether with or without recourse> 
of loan assets by the United States shall be 
treated as a sale of assets and counted as 
offsetting collections which reduce the fed
eral deficit for purposes of Part c of the 
Balanced Budget and Emergency Deficit 
Control Act of 1985. In calculating the 
budget base levels and in estimating the def
icit under sections 251<a)(l) and 251<c><l> of 
such Act and under any other appropriate 
provision of such Act, the Director of the 
Office of Management and Budget and the 
Director of the Congressional Budget Office 
shall treat any sale of loan assets <whether 
with or without recourse> as a reduction of 
the federal deficit. 

(b) BUDGET SUBMISSIONS OF THE PRESI
DENT.-For purposes of the President's 
budget submissions under chapter 11 of title 
31 of the Unites States Code, any sale 
<whether with or without recourse> of loan 
assets by the United States shall be treated 
as a sale of assets and counted as offsetting 
collections which reduce the federal deficit. 
SEC. 11005. EDUCATION PROGRAM REDUCTIONS. 

For provisions of law which reduce spend
ing in programs within the jurisdiction of 
the Committee on Education and Labor, see 
the conference report on S. 1965, the Higher 
Education Amendments of 1986 (H. Report 
99-861). 

Page 2, after the item relating to title X 
<which appears between lines 1 and 2), 
insert the following: 

Title XI. Miscellaneous. 
On page 2, on line 11, insert "to the Gov

ernment" after "proceeds". 
On page 2, between lines 12 and 13, insert 

the following: 
"<1) $1,000,000,000 from such sales during 

fiscal year 1987,". 
On page 2, on line 13, strike out "<1)'' and 

insert in lieu thereof "(2)", and on line 15, 
strike out "(2)" and insert in lieu thereof 
"(3)". 

On page 3, strike out lines 6 through 11 
and insert in lieu thereof the following: 

"(C) CONTRACT PROVISIONS.-Consistent 
with section 309A<e> of the Consolidated 
Farm and Rural Development Act, as 
amended by subsection (b), any sale of 
notes, as described in subsection <a>. shall 
not alter the terms specified in the note, 
except that, on sale, a note shall not be sub
ject to the provisions of section 333<c> of the 
Consolidated Farm and Rural Development 
Act.". 

On page 4, after line 3, insert the follow
ing: 

"(f) Prior to selling any note, as described 
in subsection (a), the Secretary of Agricul
ture shall require persons offering to pur
chase the note to demonstrate an ability to 
service, or provide resources for servicing, 
the loans represented by the note, including 
the ability or resources to provide technical 
assistance, additional credit, and such other 
services that the Secretary deems necessary 
to ensure the continued performance of the 
loan.". 

On page 4, on line 13, insert "(or any loan 
advance thereunder)" after "loan", and on 
line 14, insert "<or advance)" after "loan". 

On page 4, line 17, strike out "antee," and 
insert in lieu thereof "antee <which shall be 
fully transferable and assignable without 
condition>,". 

On page 4, strike out lines 18 to 20 and 
insert in lieu thereof the following: 

"'(3) the borrower certifies that any sav
ings from such prepayment will be passed 

on to its consumers or used to improve the 
financial strength of the borrower in cases 
of financial hardship.' ". 

On page 6, line 5, strike out "loan.'' and 
insert in lieu thereof the following: "loan, 
except when sold to or prepaid by the bor
rower at the lesser of the outstanding prin
cipal balance due on the loan or the loan's 
present value discounted from the face 
value at maturity at the rate set by the Ad
ministrator. The exception contained in the 
preceding sentence shall be effective for the 
period ending September 30, 1987.". 

On page 6, strike out "To the extent" on 
line 15 and all that follows down through 
the end of line 22, and insert in lieu thereof 
the following: "The regulations shall facili
tate prepayments of loans, as described in 
subsection <a> except as specifically provid
ed for in this Act, that increases the cost to 
borrowers of obtaining private capital for 
prepayment.". 

Page 18, strike line 16 and all that follows 
through page 25, line 3, and insert the fol
lowing: 

TITLE III-COMMITTEE ON BANKING, 
FINANCE AND URBAN AFFAIRS 

SEC. 3001. SALE OF RURAL HOUSING LOANS. 

<a> REQUIRED SALES TO PuBuc.-The Sec
retary of Agriculture shall take such actions 
as may be necessary to ensure that loans 
made under title V of the Housing Act of 
1949 are sold to the public in amounts suffi
cient to provide a net reduction in outlays, 
from the proceeds of such sales, of not less 
than-

<1> $1,405,000,000 in fiscal year 1987; 
<2> $549,000,000 in fiscal year 1988; and 
(3) $462,000,000 in fiscal year 1989. 
(b) PRocEDURES AND TERMs OF SALES.-
( 1) ESTABLISHMENT OF GUIDELINES.-The 

Secretary of Agriculture shall establish spe
cific guidelines for the sale of loans under 
subsection <a>. The guidelines shall address 
the procedures and terms applicable to the 
sale of the loans, including the kind of pro
tections that should be provided to borrow
ers and terms that will ensure that the sale 
of the loans will be made at the lowest prac
ticable cost to the Federal Government. 

(2) ASSISTANCE BY FEDERAL FINANCING 
BANK.-In selling loans to the public under 
subsection <a>. the Secretary of Agriculture 
shall use the Federal Financing Bank as an 
agent to sell the loans, unless the Secretary 
determines that the sale of loans directly by 
the Secretary will result in a higher rate of 
return to the Federal Government. If the 
Secretary determines to sell loans directly 
under this paragraph, the Secretary shall 
notify the Federal Financing Bank of such 
determination and the loans involved and, 
to the extent practicable, shall implement 
any reasonable recommendations that may 
be made by the Federal Financing Bank 
with respect to the procedures and terms 
applicable to the sale. 

(C) REPORTS TO CONGRESS.-
(1) NOTIFICATION OF INITIAL LOAN SALE.

Not less than 20 days before the initial sale 
of loans under subsection (a), the Secretary 
of Agriculture shall submit a report to the 
Committee on Banking, Housing, and Urban 
Affairs of the Senate and the Committee on 
Banking, Finance and Urban Affairs of the 
House of Representatives containing an esti
mate of the amount of the discount at 
which loans will be sold at such initial sale 
and an estimate of the discount at which 
loans will be sold at each subsequent sale 
during fiscal year 1987. 

(2) REPORTS BY SECRETARY.-The Secretary 
of Agriculture shall submit periodic reports 
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to the Committee on Banking, Housing, and 
Urban Affairs of the Senate and the Com
mittee on Banking, Finance and Urban Af. 
fairs of the House of Representatives set
ting forth the activities of the Secretary 
under this section. Each report shall include 
the guidelines established under subsection 
<b><l), a description of the loans sold under 
subsection <a>, and an analysis of the net re
duction in outlays provided by the sale of 
the loans. The Secretary shall submit the 
first report under this paragraph not later 
than 60 days after the date of the enact
ment of this Act, and shall submit subse
quent reports each 60 days thereafter 
through the end of fiscal year 1989. 

(3) REPORTS BY COMPTROLLER GENERAL.
The Comptroller General of the United 
States shall conduct an audit and evaluation 
of the activities of the Secretary of Agricul
ture described in each report submitted 
under paragraph <1> or (2), in accordance 
with such regulations as the Comptroller 
General may prescribe. The Comptroller 
General shall have access to such books, 
records, accounts, and other materials of 
the Secretary as the Comptroller General 
determines necessary to conduct each such 
audit and evaluation. The Comptroller Gen
eral shall submit to the Committee on 
Banking, Housing, and Urban Affairs of the 
Senate and the Committee on Banking, Fi
nance and Urban Affairs of the House of 
Representatives a report setting forth the 
results of each such audit and evaluation. 

(d) RELATION TO OTHER LAw.-The sale of 
loans under subsection <a> shall not be sub
ject to any requirement under section 517 of 
the Housing Act of 1949 or any other law 
that the loans be insured or guaranteed 
when sold, or to any requirement under 
paragraph (2) or (3) of subsection <d> of 
such section 517. 
SEC. 3002. SALE OF EXPORT-IMPORT BANK LOANS. 

The Export-Import Bank Act of 1945 <12 
U.S.C. 635 et seq.) is amended by adding at 
the end thereof the following new section: 
"SEC. 15. SALE OF BANK LOANS. 

"(a) REQUIRED SALES TO PUBLIC.-The 
Board of Directors shall take such actions 
as may be necessary to ensure that loans 
made by the Bank under this Act are sold to 
the public in amounts sufficient to provide a 
net reduction in outlays of not less than 
$2,810,000,000 in fiscal year 1987 from the 
proceeds of such sales. 

"(b) PROCEDURES AND TERMs OF SALES.
"(1) ESTABLISHMENT OF GUIDELINES.-The 

Board of Directors shall establish specific 
guidelines for the sale of loans under sub
section <a>. The guidelines shall address the 
procedures and terms applicable to the sale 
of the loans, including terms that will 
ensure that the sale of the loans will bring 
the highest possible return to the Federal 
Government. 

"(2) ASSISTANCE BY FEDERAL FINANCING 
BANK.-In selling loans to the public under 
subsection (a), the Board of Directors shall 
use the Federal Financing Bank as an agent 
to sell the loans, unless the Board of Direc
tors determines that the sale of loans direct
ly by the Export-Import Bank will result in 
a higher rate of return to the Federal Gov
ernment. If the Board of Directors deter
mines to sell loans directly under this para
graph, the Board shall notify the Federal 
Financing Bank of such determination and 
the loans involved and, to the extent practi
cable, shall implement any reasonable rec
ommendations that may be made by the 
Federal Financing Bank with respect to the 
procedures and terms applicable to the sale. 

"(C) REPORTS TO CONGRESS.-

"(1) NOTIFICATION OF INITIAL LOAN SALE.
Not less than 20 days before the initial sale 
of loans under subsection <a>, the Board of 
Directors shall submit a report to the Com
mittee on Banking, Housing, and Urban Af. 
fairs of the Senate and the Committee on 
Banking, Finance and Urban Affairs of the 
House of Representatives containing an esti
mate of the amount of the discount at 
which loans will be sold at such initial sale 
and an estimate of the discount at which 
loans will be sold at each subsequent sale 
during fiscal year 1987. 

"(2) REPORTS BY BANK.-The Board of Di
rectors shall submit periodic reports to the 
Committee on Banking, Housing, and Urban 
Affairs of the Senate and the Committee on 
Banking, Finance and Urban Affairs of the 
House of Representatives setting forth the 
activities of the Board of Directors under 
this section. Each such report shall include 
the guidelines established under subsection 
(b)(l), a description of the loans sold under 
subsection (a), and an analysis of the net re
duction in outlays provided by the sale of 
such loans. The Board of Directors shall 
submit the first report under this paragraph 
not later than 60 days after the date of the 
enactment of this Act, and shall submit sub
sequent reports each 60 days thereafter 
through the end of fiscal year 1987. 

"(3) REPORTS BY COMPTROLLER GENERAL.
The Comptroller General of the United 
States shall conduct an audit and evaluation 
of the activities of the Board of Directors 
described in each report submitted under 
paragraph <1> or (2), in accordance with 
such regulations as the Comptroller Gener
al may prescribe. The Comptroller General 
shall have access to such books, records, ac
counts, and other materials of the Board of 
Directors as the Comptroller General deter
mines necessary to conduct each such audit 
and evaluation. The Comptroller General 
shall submit to the Committee on Banking, 
Housing, and Urban Affairs of the Senate 
and the Committee on Banking, Finance 
and Urban Affairs of the House of Repre
sentatives a report setting forth the results 
of each such audit and evaluation. 

"(d) SECURITIES LAWS NOT APPLICABLE TO 
SALEs.-The sale of any loan by the Bank 
under this section shall not be subject to 
any Federal or State securities law.". 
SEC. 3003. THE HOUSING ACT OF 1986. 

The provisions of H.R. 1, as passed by the 
House of Representatives on June 12, 1986, 
are hereby enacted into law. 

II. The following are the amendments 
made in order under House Resolution. 

An amendment to be offered by Mr. 
Rodino of New Jersey, or his designee, to be 
debatable for not to exceed 30 minutes, to 
be equally divided and controlled by the 
proponent of the amendment and a member 
opposed thereto. 

On page 160 strike line 15 and all that fol
lows thereafter through page 161, line 10. 

An amendment to be offered by Mr. Wylie 
of Ohio or his designee, to be debatable for 
not to exceed 30 minutes, to be equally di
vided and controlled by the proponent of 
the amendment and a member opposed 
thereto. 

Strike section 3003 of the bill as inserted 
by the first group of amendments. 

III. The following are the amendments 
made in order under House Resolution. 

An amendment to be offered by Mr. 
Rodino of New Jersey, or his designee, to be 
debatable for not to exceed 30 minutes, to 
be equally divided and controlled by the 
proponent of the amendment and a member 
opposed thereto. 

On page 160 strike line 15 and all that fol
lows thereafter through page 161, line 10. 

An amendment to be offered by Mr. Wylie 
of Ohio or his designee, to be debatable for 
not to exceed 30 minutes, to be equally di
vided and controlled by the proponent of 
the amendment and a member opposed 
thereto. 

Strike section 3003 of the bill as inserted 
by the first group of amendments. 

Mr. LEATH of Texas. Mr. Chair
man, I would ask the gentlewoman 
from Illinois [Mrs. MARTIN] if she has 
any closing statement she would like 
to make under the unanimous-consent 
request? 

Mrs. MARTIN of illinois. Mr. Chair
man, we are sitting here waiting for 
the amendment we thought was going 
to be offered. 

Mr. LEATH of Texas. I think we are 
both surprised that we did not have 
one. 

Mrs. MARTIN of Illinois. Yes, the 
chairman of the committee, obviously, 
has not chosen to offer the amend
ment. 

Yes, I will use up the 5 minutes, if 
that is what the Chair wishes to move 
to. 

Mr. LEATH of Texas. In the mean
time, we will look for our chairman to 
use up his time. 

Mrs. MARTIN of illinois. Mr. Chair
man, I would caution the gentleman 
that we are not going to go back and 
forth on this. If he is not here, we will 
not be doing the amendment. 

Mr. LEATH of Texas. No, I meant 
for the 5 minutes. 

Mrs. MARTIN of Illinois. Yes, 
indeed. 

Mr. Chairman, I am going to ask for 
a clarification. 

May I assume from the Chair that 
the minority will be using its 5 min
utes or that amount of it that it choos
es; then to the majority. to the chair
man or his designee, and then we will 
move to the vote; that we are now 
through with amendments since none 
have been presented. Is that correct? 

The CHAIRMAN. The Chair will 
state that the gentlewoman is correct; 
that she would have her 5 minutes and 
then the gentleman from Texas [Mr. 
LEATH] would have his 5 minutes, since 
neither amendment made in order is 
being offered. 

Mrs. MARTIN of Illinois. Mr. Chair
man, I believe the House is ready for a 
vote. I will yield back my 5 minutes. 

The CHAIRMAN. "What is the pleas
ure of the gentleman from Pennsylva
nia? 

Mr. GRAY of Pennsylvania. Mr. 
Chairman, it is my understanding that 
we have 5 minutes left, and the other 
side has yielded back the balance of 
their time. Is that correct? 

The CHAIRMAN. The gentleman is 
correct. 

Mr. GRAY of Pennsylvania. Mr. 
Chairman, my colleagues, let me con
clude by saying we have had a lively 
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and spirited debate, and I think all of 
us who have spoken have really stated 
a concern that we share. 

I think all who have come to the 
well; Republicans, Democrats, moder
ates, conservatives, liberals, are truly 
concerned about this deficit. We may 
not agree on the best way to go about 
it, but I would just say, Mr. Chairman, 
that this vote today is not going to be 
on whether we have the ideal package 
that each of us would want; whether 
or not this package represents 3 or 4 
months of deliberations, or whether or 
not this package will solve the prob
lem. It will not. 

I would just ask my colleagues to re
member one thing. That is, if we do 
not have this package, what other 
package can be put together that gets 
us $15 billion worth of deficit reduc
tion, gets signed by the President 
which it must be, and can pass this 
House by 218 votes, as well as the 
other body. 

Therefore I think when you ask 
yourself that question, and the time 
limit that we have which is by next 
Wednesday, we must reduce the deficit 
by $15 billion for 1987; I think we 
come up with one answer: That answer 
is, this is the vehicle. 

Therefore, I urge Members to vote 
for this reconciliation package. It is 
not perfect, it does not do all that 
many of us would like it to do. Howev
er, it does get the job done. It would 
be irresponsible for us to allow a $24 
billion sequester to take place. There
fore, I thank my colleagues from the 
other side for their leadership, and I 
urge all Members to vote for this rec
onciliation package. 

The CHAIRMAN. All time has ex
pired. 

Under the rule, the Committee rises. 
Accordingly the committee rose; and 

the Speaker pro tempore <Mr. MoNT
GOMERY) having assumed the chair, 
Mr. SEIBERLING, chairman of the Com
mittee of the Whole House on the 
State of the Union, reported that that 
Committee, having had under consid
eration the bill <H.R. 5300) to provide 
for reconciliation pursuant to section 2 
of the concurrent resolution on the 
budget for fiscal year 1987, pursuant 
to House Resolution 558, he reported 
the bi11 back to the House with sundry 
amendments adopted by the Commit
tee of the Whole. 

The SPEAKER pro tempore. Under 
the rule, the previous question is or
dered. 

The amendments printed in section 
1 of House Report 99-871 are consid
ered as having been adopted. 

The question is on the engrossment 
and third reading of the bill. 

The bill was ordered to be engrossed 
and read a third time, and was read 
the third time. 

The SPEAKER pro tempore. The 
question is on the passage of the bill. 

The question was taken; and the 
Speaker pro tempore announced that 
the ayes appeared to have it. 

Mr. FRENZEL. Mr. Speaker, I object 
to the vote on the ground that a 
quorum is not present and make the 
point of order that a quorum is not 
present. 

The SPEAKER pro tempore. Evi
dently a quorum is not present. 

The Sergeant at Arms will notify 
absent Members. 

The vote was taken by electronic 
device, and there were-yeas 309, nays 
106, not voting 17, as follows: 

Abercrombie 
Ackerman 
Akaka 
Alexander 
Andrews 
Annunzio 
Anthony 
Applegate 
Asp in 
Atkins 
AuCoin 
Barnard 
Bartlett 
Bateman 
Bates 
Bedell 
Bennett 
Bentley 
Bereuter 
Berman 
Bevill 
Biaggi 
Bilirakis 
Bliley 
Boehlert 
Boggs 
Boner<TN> 
Bonior <MI> 
Bonker 
Borski 
Bosco 
Boucher 
Boulter 
Boxer 
Brooks 
Brown <CA> 
Bruce 
Bryant 
Bustamante 
Chapman 
Chappell 
Cheney 
Clay 
Clinger 
Coats 
Cobey 
Coble 
Coelho 
Coleman <MO> 
Collins 
Combest 
Conte 
Cooper 
Coughlin 
Courter 
Coyne 
Crockett 
Darden 
Daschle 
Daub 
Davis 
de Ia Garza 
Dellums 
Derrick 
Dicks 
Dingell 
DioGuardi 
Dixon 
Donnelly 
Dorgan<ND> 
Dowdy 
Downey 
Durbin 

[Roll No. 4081 

YEAS-309 
Dwyer 
Dymally 
Dyson 
Eckart <OH> 
Eckert <NY> 
Edgar 
Edwards <CA> 
Emerson 
Erdreich 
Evans <IL> 
Fascell 
Fazio 
Feighan 
Fields 
Fish 
Flippo 
Florio 
Foglietta 
Foley 
Ford <MI> 
Ford<TN> 
Frank 
Franklin 
Frost 
Fuqua 
Gallo 
Garcia 
Gaydos 
Gejdenson 
Gephardt 
Gibbons 
Gilman 
Glickman 
Gonzalez 
Gordon 
Gray <IL> 
Gray CPA> 
Green 
Guarini 
Gunderson 
Hall <OH> 
Hamilton 
Hatcher 
Hawkins 
Hayes 
Hefner 
Hendon 
Henry 
Hertel 
Holt 
Horton 
Howard 
Hoyer 
Hughes 
Jacobs 
Jeffords 
Jenkins 
Johnson 
Jones <NC> 
Jones <TN> 
Kanjorski 
Kaptur 
Kasich 
Kastenmeier 
Kennelly 
Kildee 
Kleczka 
Kolbe 
Kolter 
Kostmayer 
Lagomarsino 
Lantos 
Latta 

Leath <TX> 
Lehman<CA) 
Lehman<FL> 
Leland 
Lent 
Levin<MI> 
Levine <CA> 
Lewis <CA> 
Lewis <FL> 
Lipinski 
Lloyd 
Loeffler 
Long 
Lott 
Lowery <CA> 
Lowry<WA> 
Lujan 
Luken 
Lundine 
Mack 
MacKay 
Madigan 
Markey 
Martin <IL> 
Martin <NY> 
Martinez 
Matsui 
Mavroules 
Mazzoli 
McCain 
McCloskey 
McCollum 
McCurdy 
McDade 
McGrath 
McHugh 
McKernan 
McKinney 
McMillan 
Meyers 
Mica 
Michel 
Mikulski 
Miller <CA> 
Miller<OH) 
Miller<WA> 
Min eta 
Mitchell 
Moakley 
Molinari 
Mollohan 
Montgomery 
Moody 
Morrison <W A> 
Mrazek 
Murphy 
Murtha 
Natcher 
Neal 
Nowak 
Oakar 
Oberstar 
Obey 
Ortiz 
Owens 
Panetta 
Parris 
Pashayan 
Pease 
Pepper 
Perkins 
Price 
Pursell 

Quillen 
Rahall 
Rangel 
Reid 
Richardson 
Rinaldo 
Ritter 
Rodino 
Roe 
Rogers 
Rose 
Rostenkowski 
Roth 
Roukema 
Rowland <CT> 
Rowland <GA> 
Roybal 
Russo 
Sabo 
Savage 
Saxton 
Schneider 
Schroeder 
Schuette 
Schumer 
Seiberling 
Sensenbrenner 
Sharp 
Shuster 
Sikorski 
Sisisky 

Anderson 
Archer 
Armey 
Badham 
Barnes 
Barton 
Beilenson 
Brown <CO> 
Burton UN> 
Byron 
Callahan 
Carper 
Carr 
Chandler 
Coleman <TX> 
Craig 
Crane 
Daniel 
Dannemeyer 
DeLay 
De Wine 
Dickinson 
Dornan <CA> 
Dreier 
Duncan 
Early 
Edwards <OK> 
English 
Evans CIA> 
Fa well 
Fiedler 
Frenzel 
Gekas 
Gingrich 
Goodling 
Gradison 

Skeen 
Skelton 
Slattery 
Slaughter 
Smith <FL> 
Smith<NE> 
Smith (NJ) 
Smith, Robert 

<OR> 
Snowe 
Solarz 
Solomon 
Spence 
Spratt 
StGermain 
Staggers 
Stangeland 
Stark 
Stokes 
Strang 
Stratton 
Studds 
Sundquist 
Sweeney 
Synar 
Tallon 
Taylor 
Thomas<GA> 
Torres 
Torricelli 
Towns 

NAYS-106 

Traficant 
Udall 
Valentine 
Vento 
Visclosky 
Volkmer 
Waldon 
Walgren 
Waxman 
Weaver 
Weber 
Weiss 
Wheat 
Whitehurst 
Whitley 
Whittaker 
Williams 
Wilson 
Wirth 
Wise 
Wolf 
Wolpe 
Wortley 
Wyden 
Wylie 
Yates 
Yatron 
Young<AK> 
Young<MO> 

Gregg Pickle 
Hall, Ralph Porter 
Hammerschmidt Ray 
Hansen Regula 
Hartnett Ridge 
Hiler Roberts 
Hillis Robinson 
Hopkins Roemer 
Hubbard Rudd 
Huckaby Schaefer 
Hunter Schulze 
Hutto Shaw 
Hyde Shelby 
Ireland Shumway 
Jones <OK> Siljander 
Kemp Smith <IA> 
Kramer Smith, Denny 
LaFalce <OR> 
Leach UA> Smith, Robert 
Lightfoot <NH> 
Livingston Snyder 
Lungren Stallings 
Marlenee Stenholm 
McCandless Stump 
Monson Swift 
Moorhead Swindall 
Morrison <CT> Tauke 
Myers Tauzin 
Nelson Thomas <CA> 
Nichols Traxler 
Nielson Vander Jagt 
Olin Vucanovich 
Oxley Walker 
Packard Watkins 
Penny Whitten 
Petri Wright 

NOT VOTING-17 
Boland 
Breaux 
Broomfield 
Burton <CA> 
Campbell 
Carney 

Chappie 
Conyers 
Fowler 
Grot berg 
Kindness 
Manton 

0 1605 

McEwen 
Moore 
Scheuer 
Young<FL> 
Zschau 

The Clerk announced the following 
pair: 

On this vote: 
Mr. Manton for, with Mr. Kindness 

against. 
Mr. ENGLISH changed his vote 

from "yea" to "nay." 
Mr. GILMAN and Mr. PARRIS 

changed their votes from "nay" to 
"yea." 

Mr. SIKORSKI changed his vote 
from "yea" to "present." 
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Mr. SIKORSKI changed his vote 

from "present" to "yea." 
So the bill was passed. 
The result of the vote was an

nounced as above recorded. 
A motion to reconsider was laid on 

the table. 

PERSONAL EXPLANATION 
Mr. SCHEUER. Mr. Speaker, on roll

call No. 408, the rollcall vote on final 
passage of the bill H.R. 5300, the Om
nibus Budget Reconciliation Act, I was 
unavoidably absent due to appearing 
on the Ted Koppel public television 
show, "Who Shall Live and Who Shall 
Die." It is a show about the agonizing
ly difficult problems affecting our 
country concerning biomedical ethics. 

Mr. Speaker, if I had been here, I 
would have voted "yes." 

GENERAL LEAVE 
Mr. GRAY of Pennsylvania. Mr. 

Speaker, I ask unanimous consent that 
all Members may have 5 legislative 
days within which to revise and 
extend their remarks, and include ex
traneous matter, on H.R. 5300, the bill 
just passed. 

The SPEAKER pro tempore. <Mr. 
MoNTGOMERY). Is there objection to 
the request of the gentleman from 
Pennsylvania? 

There was no objection. 

AUTHORIZING THE CLERK TO 
MAKE CORRECTIONS IN THE 
ENGROSSMENT OF H.R. 5300, 
OMNIBUS BUDGET RECONCILI
ATION ACT OF 1986 
Mr. BONIOR of Michigan. Mr. 

Speaker, I ask unanimous consent that 
in the engrossment of the bill H.R. 
5300, the Clerk make the following 
correction: In subsections (b) and (c) 
of section 4912 of the Internal Reve
nue Code, as added by section 10251 as 
included in the report of the Commit
tee on Rules on House Resolution 558, 
make the changes which appear on 
the first page of the amendments in
cluded in the report of the Committee 
on Rules-directed to pages 541 and 
542 of the original bill. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentleman from Michigan? 

There was no objection. 

CONFERENCE REPORT ON S. 
1965, HIGHER EDUCATION ACT 
AMENDMENTS OF 1986 
Mr. BONIOR of Michigan. Mr. 

Speaker, by direction of the Commit
tee on Rules, I call up House Resolu
tion 557 and ask for its immediate con
sideration. 

The Clerk read the resolution, as fol
lows: 

H. RES. 557 
Resolved, That upon the adoption of this 

resolution it shall be in order to consider 
the conference report on the bill <S. 1965) to 
reauthorize and revise the Higher Educa
tion Act of 1965, and for other purposes, all 
points of order against the conference 
report and against its consideration are 
hereby waived, and the conference report 
shall be considered as having been read 
when called up for consideration. 

The SPEAKER pro tempore. The 
gentleman from Michigan [Mr. 
BoNIOR] is recognized for 1 hour. 

Mr. BONIOR of Michigan. Mr. 
Speaker, I yield the customary 30 min
utes to the gentleman from Missouri 
[Mr. TAYLOR], pending which I yield 
myself such time as I may consume. 

House Resolution 557 waives all 
points of order against the conference 
report on the bill S. 1965, the Higher 
Education Act Amendments of 1986. 
The rule also waives all points of order 
against consideration of the confer
ence report. 

These waivers are necessary to pre
vent a point of order from lying 
against the conference report on the 
grounds that it exceeds the scope of 
the differences committed to confer
ence. A waiver of the 3-day layover 
rule for conference reports is also nec
essary in order to expedite consider
ation of this vital legislation. 

Finally, the rule provides that the 
conference report shall be considered 
as having been read when called up for 
consideration. 

Mr. Speaker, this is a simple rule 
that will allow the House to proceed to 
immediate consideration of the confer
ence report on the Higher Education 
Act Amendments of 1986. This bill is 
the single most important legislation 
affecting postsecondary education in 
America. Authorization for most of 
the programs contained in it is sched
uled to expire at the end of this fiscal 
year. 

Passage of this conference report 
will reauthorize and extend such pro
grams as student loans, Pell grants, 
and other important higher education 
programs for an additional 5 years. 
This conference report has been devel
oped with strong bipartisan support. 

Mr. Speaker, I urge this body to re
affirm our Nation's commitment to 
higher education by passing this rule 
and moving to immediate adoption of 
this legislation. 

0 1615 
Mr. TAYLOR. Mr. Speaker, I yield 

myself such time as I may consume. 
Mr. Speaker, House Resolution 577 

is a rule waiving points of order 
against the conference report on the 
Higher Education Act Amendments of 
1986, legislation which is of vital inter
est to thousands of the Nation's col
lege and university students. 

This rule is designed to facilitate 
House consideration of bipartisan 
agreement on the bill, S. 1956. The 

rule protects the conference report 
against points of order that otherwise 
might lie against it on the ground that 
the report contains nongermane 
matter or that it exceeds the scope of 
the differences committed on confer
ence. 

In addition, the rule waives points of 
order that would otherwise lie against 
the consideration of the conference 
report. In this case, the waiver is nec
essary because the report has not been 
available for the required 3 days. 

Mr. Speaker, the conference report 
made in order by this rule is solidly 
supported by the Republican members 
of the Committee on Education and 
Labor and is the result of a long and 
difficult conference. When the House 
originally passed H.R. 3700 in Decem
ber of last year, I was among those 
who voted in favor of the legislation. 
If anything, the conference resulted in 
improvements to the House-passed 
bill. I am pleased to be able to support 
it here today. 

Mr. Speaker, I want to take a minute 
to point out that the conference 
report made in order by this rule au
thorizes $10.2 billion for higher educa
tion programs in 1987. The House
passed bill, H.R. 3700, authorized $11.5 
billion, and the conferees should be 
commended for trimming the overall 
costs of this legislation while expand
ing the current provisions of our 
Higher Education Act. 

Mr. Speaker, the conferees adopted 
proposals that bring student loan 
spending in line with the targets con
tained in our congressional budget res
olution, while at the same time 
making more aid available to poor stu
dents attending college less than half 
the time. 

The congressional budget resolution 
called for changes that would reduce 
projected outlays for guaranteed stu
dent loans by $395 million over 3 
years. 

The major programs authorized for 
a 5-year period by the conference 
report are guaranteed student loans 
and Pell grants. The total authoriza
tion for guaranteed student loans is 
$3.2 billion, and the total for Pell 
grants is $4.6 billion. 

Mr. Speaker, the new authorizations 
for student financial assistance are ex
pensive, but the conferees included 
provisions that require all students to 
pass a financial needs test to qualify 
for guaranteed student loans, and stu
dents are prohibited from borrowing 
more than they actually need. 

These strict requirements will apply 
to all students, and family assets must 
be considered in the assessment of fi
nancial needs. 

Mr. Speaker, there are over 13,200 
students at the University of Missouri 
who attended school last year with a 
guaranteed student loan. These stu
dents had over $35.4 million worth of 
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loans last year, for an average of 
$2,600 per student. 

In addition, there are about 6,800 
students at the University of Missouri 
who were given a Pell Grant last year. 
The average Pell Grant was $1,300, 
and over $8.9 million in grant assist
ance was made available. 

Mr. Speaker, the conference report 
complies with the budget resolution 
adopted by the House and will be ex
plained in more detail by the members 
of the Committee on Education and 
Labor. 

I urge my colleagues to adopt this 
rule. 

Mr. WALKER. Mr. Speaker, will the 
gentleman yield? 

Mr. TAYLOR. I yield to the gentle
man from Pennsylvania. 

Mr. WALKER. I thank the gentle
man for yielding to me. 

Mr. Speaker, I am trying to figure 
out what the points of order are that 
we are waiving. This is a very simple 
rule and it should be no problem. If I 
understood the gentleman correctly, 
we are waiving the points of order 
with regard to germaneness in the bill. 

Do we know what the nongermane 
sections may be of this particular 
piece of legislation? 

Mr. TAYLOR. I do not think there 
actually are any nongermane amend
ments to the bill. It does waive the 3-
day layover rule, however. 

Mr. WALKER. If the gentleman will 
continue to yield, that one troubles me 
a litle bit. I understand that the bill 
that we have coming to the floor is a 
conference report that is several 
inches thick. None of us have had a 
chance to see that. My guess is that we 
are probably wearing out a copy ma
chine somewhere so that the Members 
might have a chance to look at that 
before we pass it, and yet one more 
copy machine will give up its life to 
provide us with information on the 
floor yet today. Nevertheless, we are 
adopting a rule that then does not 
permit us very much time to look 
through a fairly thick stack of docu
ments. 

Was the Rules Committee given a 
chance to look at all of this material 
before we waived the 3-day rule on 
that size of a document? 

Mr. TAYLOR. Yes, sir. The Rules 
Committee had that material. 

Mr. Speaker, I would note that the 
conference report materials were deliv
ered to the Committee on Rules on 
Tuesday, but the report was printed in 
the CONGRESSIONAL RECORD on 
Monday, September 22. 

Mr. WALKER. All right. I thank the 
gentleman. 

Mr. FORD of Michigan. Mr. Speak
er, will the gentleman yield? 

Mr. TAYLOR. I yield to the gentle
man from Michigan. 

Mr. FORD of Michigan. I thank the 
gentleman for yielding to me. 

Mr. Speaker, perhaps I can answer, 
at least in part, the gentleman's ques
tion. The items that are nongermane 
under our rules, for example, are the 
Senate's projects that they had for 
specific schools. We agreed to an equal 
distribution of those things between 
the House and the Senate. They had 
no fiscal implication because they 
come out of already authorized 
money. 

We had a provision that was devel
oped with respect to unemployed 
people and guaranteed student loans 
which would be technically outside 
the scope. 

One more that is more important, 
the changes that were made to reach 
the numbers for the 1987 reconcilia
tion were in some instances outside 
the scope as far as our bill was con
cerned because they were picked up 
later in order to make it match what 
the Budget Committee was calling 
upon us to save in reconciliation. 

Mr. TAYLOR. It is my understand
ing that the waiver of the differences 
committed to the conference rather 
than germaneness itself; is that right, 
Mr. Chairman? 

Mr. FORD of Michigan. Yes. The 
problem with the reconciliation fac
tors is that they were outside of the 
scope of conference. 

Mr. TAYLOR. It is my understand
ing that the report signed by and is 
supported by every Member of the 
House committee and the other body 
on both sides of the political aisle and 
in both bodies; is that correct? 

Mr. FORD of Michigan. That is cor
rect. There were 33 conferees from the 
House. 

Mr. WALKER. Mr. Speaker, will the 
gentleman yield? 

Mr. TAYLOR. I yield to the gentle
man from Pennsylvania. 

Mr. WALKER. I thank the gentle
man for yielding to me. 

Mr. Speaker, I do not see any need 
for a vote on this, but just so we clari
fy, I think what I just heard was that 
the things that went outside the scope 
of the conference was basically a 
tradeoff of projects for various Mem
bers of both bodies that are down in 
the bill. That is all fine and dandy for 
the people who served on the confer
ence committee and it is nice that we 
could go through the process. It gives 
everybody a little bit of funding. Of 
course, once again we hear that those 
things do not cost us anything. I am a 
wee bit concerned that those are some 
of the things that we do not find when 
we have a conference report dropped 
on the floor. no chance to look 
through it, and then we find out a few 
days later just how many special, little 
projects were buried down in there for 
the people to have direct influence on 
the legislation. 

I just raise it as a note of caution be
cause I think that it may not be just 
this conference report, it may not be 

just this bill; we may see a number of 
things like this as the session winds 
down. I just put the Members of the 
House on warning that we are not 
going to go through this very many 
more times where it takes this kind of 
process without having votes on some 
of these issues because I do not think 
it is proper for us to be considering 
things that we really do not have any 
idea what is in them when we are 
asked to vote. 

Mr. FORD of Michigan. Mr. Speak
er, will the gentleman yield? 

Mr. TAYLOR. I yield to the gentle
man from Michigan. 

Mr. FORD of Michigan. I thank the 
gentleman for yielding to me. 

Mr. Speaker, I would simply like to 
say to the gentleman from Pennsylva
nia that I can assure you that there is 
no project in the bill for any Member 
of the House that was in H.R. 3700 
when it passed the House. It is Senate 
projects that were not in the bill that 
they thought up as we went along. 
The committee on that side is con
trolled by your party and I wanted to 
get along with them. 

Mr. TAYLOR. Mr. Speaker, I have 
no further requests for time, and I 
yield back the balance of my time. 

0 1625 
Mr. BONIOR of Michigan. Mr. 

Speaker, I have no further requests 
for time, and I move the previous 
question on the resolution. 

The previous question was ordered. 
The resolution was agreed to. 
A motion to reconsider was laid on 

the table. 
Mr. FORD of Michigan. Mr. Speak

er, pursuant to House Resolution 557, 
I call up the conference report on the 
Senate bill <S. 1965) to reauthorize 
and revise the Higher Education Act 
of 1965, and for other purposes. 

The Clerk read the title of the 
Senate bill. 

The SPEAKER pro tempore (Mr. 
MONTGOMERY). Pursuant to House Res
olution 557, the conference report is 
considered as having been read. 

<For conference report and state
ment, see proceedings of the House of 
Monday, September 22, 1986, at page 
H7912.) 

The SPEAKER pro tempore. The 
gentleman from Michigan [Mr. FoRD] 
will be recognized for 30 minutes and 
the gentleman from Vermont [Mr. 
JEFFORDS] will be recognized for 30 
minutes. 

The Chair recognizes the gentleman 
from Michigan [Mr. FoRD]. 

Mr. FORD of Michigan. Mr. Speak
er, I yield myself 5 minutes. 

Mr. Speaker, I rise with great pride 
in support of the conference report ac-
companying S. 1965, the Higher Edu
cation Amendments Act of 1986. As 
chairman of the Subcommittee on 
Postsecondary Education, it has been 
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my privilege to be deeply involved in 
the development of this conference 
report. 

This conference report represents a 
continuation of the long tradition of 
bipartisan support for higher educa
tion. While the conferees were always 
mindful of the budget constraints that 
we must live with, there was never a 
question of our commitment to meet
ing the needs of the students and post
secondary education institutions of 
this Nation and to the important role 
the Federal Government must play in 
recognizing the rapidly changing face 
of American higher education. 

This conference report maintains all 
the Federal student financial assist
ance programs but fine tunes them to 
ensure that those students with the 
most need will receive the assistance 
they deserve and to the extent possi
ble will receive that aid in the form of 
grants and low-interest loans. One of 
the major thrusts of both bodies in de
signing this legislation was to reestab
lish an appropriate balance between 
grant and loan aid. We were keenly 
aware of the unmanageable debt levels 
that many students were undertaking 
to meet the costs of higher education. 
As a result, the conference report 
before you contains substantial in
creases in maximum grant aid avail
able to students, but only modest in
creases in loan amounts. Moreover, in 
the future all students will have to 
demonstrate their need for a loan 
before they can borrow. This will 
eliminate unnecessary borrowing and 
excessive indebtedness in the future. 

I am equally pleased that this con
ference report recognizes the shifts in 
the students bodies of our campuses. 
For the first time the Congress is fully 
recognizing that today's students are 
not the traditional 18 to 22 year olds 
who live on campus and are full-time 
students. Many of our current stu
dents are less than full time in their 
mid to late twenties with the responsi
bilities of jobs and families. They are 
returning to school because they real
ize that further education is essential 
if they are to compete in today's job 
market. These students will now be 
able to apply for direct student aid 
and will have necessary services, such 
as child care, made available to them. 

The provisions of this conference 
report were not purchased with in
creased authorizations and costs. S. 
1965 is composed of carefully balanced 
reductions and savings in many areas 
and selected high priority increases in 
other areas. The conference report 
will result in approximately $2 billion 
less in authorizations for fiscal year 
1987 than the fiscal year 1986 authori
zations contained in current law. The 
maximum authorization for subse
quent years are also capped to ensure 
that they do not exceed inflation. In 
particular, the costs of the Guaran
teed Student Loan Program, which are 

real costs since this program is an enti
tlement program is estimated to 
reduce spending over the next 3 fiscal 
years by approximately $400 million, 
which more than meets the fiscal year 
1987 reconciliation requirements. 

It would be impossible for me, in the 
brief time available, to appropriately 
credit all the individual efforts of 
those who have contributed to this 
legislation. Let me single out only a 
few: Mr. HAWKINS of California's legis
lation to revise title III and to more ef
fectively serve the needs of historical
ly black colleges and universities; Mr. 
CoLEMAN of Missouri's proposals for 
graduate fellowships and to improve 
collections of student loans; Mr. JEF
FORDS of Vermont's provisions to rees
tablish a Loan Consolidation Program; 
Mr. BIAGGI of New York's efforts on 
the behalf of nontraditional students 
and teachers; Mr. WILLIAMS of Mon
tana's and Mr. GUNDERSON of Wiscon
sin's legislation in support of nontradi
tional students in title I; Mr. EcKART 
of Ohio's "Dislocated Workers Act of 
1985"; Mr. BRUCE of Illinois' proposals 
to improve the student financial aid 
programs and his "National Higher 
Education and Economic Development 
Act"; Mr. DYMALLY of California's leg
islation for university /high school 
partnerships aimed at dropout preven
tion, and Mr. CHANDLER of Washing
ton's bill for midcareer teacher train
ing. 

There are, however, Mr. Speaker, 
two errors in the statement of manag
er's which I would like to correct at 
this time: 

In the discussion of the provisions 
for the supplemental loan programs 
for students and parents, the state
ment of the managers erroneously 
states that the interest rate is to be 
calculated according to the 12-month 
T-bill. This reference should be to the 
3-month T-bill, as it is correctly stated 
in the legislation. 

In title XI the conference report 
states that one-third of the appropria
tion will be available for part A and 
two-thirds will be available for part B. 
These proportions should be reversed 
two-thirds for part A and one-third for 
part B. The legislation language is cor
rect in this matter. 

Mr. Speaker, at this point I would 
like to outline some of the very impor
tant specifics of the conference report. 

Title I of the report is designed to 
assist institutions to meet the special 
needs of nontraditional students and 
students whose access to continuing 
postsecondary education programs has 
been limited. Title I of the bill-Post
secondary Programs for Nontradition
al Students-constitutes a complete 
substitute for title I of the current 
Higher Education Act of 1965. 

Title I provides a 4-year grant pro
gram to assist institutio~ to establish 
programs, strengthen existing capac
ity, or support cooperative agreements 

with other organizations to meet the 
continuing education needs of adults, 
and to a limited extent, to develop and 
provide support services such as coun
seling, off-campus outreach, and con
tinuing education delivery systems. 

The conference agreement reauthor
izes title II which provides grants to li
braries for adding to their resources, 
to train library personnel, and to 
strengthen college research library ca
pabilities. 

Since 1983, the appropriations com
mittees have refused to appropriate 
funds for college library resource 
grants under II-A because there was 
no needs-based criteria under which 
grants were made. In this conference 
agreement, a new needs test is im
posed for grant eligibility among col
lege libraries, which will target grants 
to the most needy libraries in the 
country. 

Title li-B which makes grants avail
able for the training of libraries and 
for research and demonstration is re
authorized without substantive 
change. 

Title II-C, strengthening college re
search libraries, is amended to include, 
for the first time, medium- to small
size research libraries that have been 
unable to compete with the large ones 
in the past. 

A new part D, "College Library 
Technology and Cooperation Grants," 
authorizes competitive grants of up to 
$15,000-which must be matched by 
one-third by grant recipients-to 
enable them to fully participate in the 
new systems of library computer tech
nology and to take full advantage of 
technological advances in library sci
ence. 

Title III of the conference report is 
intended to provide grants of assist
ance to less-developed colleges and 
universities which serve low-income 
and minority students in an effort to 
help these institutions strengthen 
their academic programs and manage
ment abilities and to move toward self
sufficiency. Section 301 sets forth Con
gress' findings that many postsecond
ary institutions are struggling to sur
vive in the face of declining enroll
ments and scarce resources, and that 
there is a strong national interest in 
ensuring the stability of these institu
tions and enhancing their role in pro
viding equal access to a higher educa
tion for low-income and minority stu
dents. The purpose of this title is to 
assist these institutions in equalizing 
educational opportunity. I am particu
larly pleased by the set-aside of funds 
for institutions which serve the high
est percentage of minorities and which 
are not historically black colleges. 

Under title IV, the report increases 
the maximum awards for the Pell 
grant and supplemental educational 
opportunity programs and increases 
authorizations for , the College Work 
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Study Program. Loan limits for the 
Guaranteed Student Loan Program 
are established at $2,625 for under
graduates in their first 2 years, $4,000 
in the final 2 years, and $7,500 for 
graduate and professional students. 

One statutory need analysis is estab
lished for the Pell Grant Program and 
another statutory need analysis for 
the other student assistance programs. 

There are increases in interest rates 
from 8 to 10 percent for the GSL Pro
gram beginning in the fifth year of re
payment as well as provisions which 
increase collections on defaulted stu
dent loans. 

Title V in the report does not re
spond to all of today's teacher-related 
issues-such as the demand for higher 
salaries, safer school environments, or 
higher standards of achievement for 
students and teachers alike-because 
those are issues that must remain the 
responsibility of State and local gov
ernments. 

What title V does offer are opportu
nities for the recruitment, retention, 
and development of professional skills 
for teachers, administrators, and other 
school personnel. To recruit talented 
individuals for careers in teaching, 
title V offers 4-year teacher scholar
ships under its Congressional Teacher 
Scholarship Program for prospective 
teachers in both public and private el
ementary and secondary schools, and 
it offers the midcareer teacher train
ing program to retain individuals who 
want to move from education releated 
occupations to the field of teaching. 

Title V continues the Talented 
Teacher Fellowship Program, and re
names it in honor of Mrs. Christa 
McAuliffe. The program awards 1-year 
fellowships to experienced teachers 
who are selected by their peers for 
outstanding classroom work. This is a 
paid sabbatical, and is intended to give 
well-deserved recognition to good 
teachers and to encourage them to 
remain in the teaching profession. 

For more than 2.4 million teachers 
currently teaching 40 million children 
in the Nation's schools, title V author
izes grants to establish professional 
development resource centers. Center 
programs will be designed by the 
teachers themselves to help upgrade 
their subject matter expertise, and to 
learn new classroom management and 
teaching techniques. 

Title V also continues the leadership 
in education administration programs 
[LEAD] which offers leadership devel
opment opportunities for school ad
ministrators, local superintendents, 
and principals to help them create 
more effective schools. 

Title V also authorizes the Universi
ty-High School Partnership Program 
to provide assistance to at-risk second
ary students from low-income families 
and communities to help them remain 
in school to graduation, to prepare 
them for better employment pros-

pects, and to encourage them to 
pursue postsecondary training. 

Title VI of the report extends and 
reinvigorates the foreign language and 
international studies programs that 
are the legacies of the National De
fense Education Act. In my view, the 
$55 million authorized for these pro
grams in fiscal year 1987 is one of the 
best investments we are making 
toward enhancing America's security 
through improved understandings and 
informed negotiations, and toward 
strengthening our ability to compete 
effectively in the international mar
ketplace. 

From a recent newspaper story 
comes compelling evidence of the im
portance of training provided through 
title VI programs: "A shortage of 
Berber translators, according to intel
ligence sources, contributes to the 
death of Army Sgt. Kenneth T. Ford. 
Intercepted Libyan messages warning 
of the Berlin nightclub bombing in 
which Ford was killed April 5, went 
untranslated several days because of 
an increasingly common problem: A 
shortage of skilled translators:• 

The legislation creates three new 
programs under part A-international 
and foreign language students; inten
sive summer language institutes and 
advanced students and faculty; and an 
authorization for the acquisition of 
foreign periodicals. I believe we have 
demonstrated a resolve to address 
some of our Nation's shortcomings in 
international politics through the 
newly created and strengthened cen
terpiece programs of title VI. In addi
tion, by continuing the highly success
ful business and international educa
tion programs, first authorized in 
1980, we convey our respect of the 
addage "business in the language of 
the customer:• 

Title VII of the report creates the 
College Construction Loan Insurance 
Corporation to increase the capital 
available for academic facilities. 

A new part A of title IX is author
ized to recruit talented but disadvan
taged undergraduate students for 
graduate work and a new part D is au
thorized to increase fellowship aid to 
graduate students. 

A new part A is authorized for title 
XI which encourages postsecondary 
education institutions in activities 
which further economic growth and 
productivity. Title XI also continues 
and refines the Urban Grant Universi
ty Program in which I take great 
pride. 

Mr. Speaker, before concluding I 
would like to pay special tribute to all 
the members of the Subcommittee on 
Postsecondary Education who have 
participated with me in the 2-year 
journey to bring this bill to fruition. 
The bipartisan cooperation, hard 
work, and diligence of all of the mem
bers have made this monumental bill 
possible. I would also like to commend 

the staff of all the members for their 
professionalism and invaluable contri
butions to the successful consideration 
of this bill. I particularly appreciate 
the work of the staff of the Subcom
mittee on Postsecondary Education: 
Tom Wolanin, the staff director, and 
the other members of the staff, 
Maryln McAdam, Birdie Kyle, Kris 
Gilbert and Gloria Watson. 

I urge passage of the conference 
report. 

Mr. COLEMAN of Missouri. Mr. 
Speaker, I yield myself 5 minutes. 

Mr. Speaker, I rise in support of 
Conference Report 861, the Higher 
Education Amendments of 1986. This 
bill amends and extends the Higher 
Education Act of 1965 from fiscal year 
1986 through the end of fiscal year 
1991. I believe that this represents the 
most important education legislation 
to be considered by the 99th Congress. 

Last year we celebrated the 20th an
niversary of the signing of the original 
Higher Education Act, which estab
lished the first comprehensive Federal 
commitment to higher education. This 
Federal commitment provided grant, 
work, and loan opportunities which al
lowed many college students to realize 
their dreams for college and graduate 
school. At the same time, the act was 
enacted to provide resources to ensure 
that our colleges and universities be 
the very best in the world. This com
mitment was continued in H.R. 3700, 
the House version of the reauthoriza
tion of the Higher Education Act, and 
I am pleased to report to the House 
that this is continued in the final leg
islative product. 

Since the enactment of the act 21 
years ago, the Federal role in postsec
ondary education has revolved around 
four principal concepts: 

First, equality of educational oppor
tunity for students, encouraged 
through an array of student aid pro
grams that emphasize educational 
access for low and low to middle
income students. 

Second, a measure of student choice 
among postsecondary educational in
stitutions through student aid require
ments that take into account cost dif
ferences among institutions. 

Third, support for the concept of di
versity among America's postsecond
ary institutions, through program eli
gibility criteria that permit participa
tion in all forms of postsecondary edu
cation. 

And finally, the meeting of certain 
special educational needs through a 
number of categorical assistance pro
grams targeted to such areas as college 
libraries, international education and 
teacher training. 

These very important concepts are 
preserved in our conference agreement 
with the Senate and improved to 
better meet the contemporary needs 
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of our great system of higher educa
tion. 

This conference agreement is the 
product of a thorough, bi-partisan 
effort to reauthorize the programs 
within the Higher Education Act. I 
would like to compliment our Chair
man BILL FoRD on the leadership he 
has shown in shepherding H.R. 3700 
through the House and bringing the 
conference on H.R. 3700 and S. 1965 to 
a successful conclusion. I would also 
like to compliment both our full com
mittee chairman, Mr. HAWKINS, and 
the ranking member, Mr. JEFFORDS, 
both of these distinguished Members 
lent the expertise of their considerable 
experience in developing education 
legislation to help assure that the 
final product reflected the important 
principles contained in H.R. 3700. 

It would have been desirable if the 
reauthorization of the Higher Educa
tion Act could have been developed ex
clusively with a view toward the needs 
and desires of higher education as we 
move into the next decade. Unfortu
nately throughout this process, the re
authorization has had to reflect the fi
nancial limitations created by our 
deepening budget deficit. I believe 
that the conference report we bring 
before the House today reconciles 
these competing policy objectives. 

The overall authorization of this 
bill, $10.2 billion for fiscal year 1987 is 
actually less than the current fiscal 
year 1986 authorization of $11.6 bil
lion. We eliminated programs that 
have been unfunded and outdated, re
placing them with programs designed 
to meet the contemporary needs of 
higher education. We have modified 
our needs analysis system to ensure 
that it treats students and parents 
fairly and ensures that our limited fi
nancial aid resources are directed at 
the neediest students. We made major 
reforms in our student loan programs 
to rid them of fraud and abuse. 

In the interest of time, I will forgo a 
lengthy discussion of the numerous 
provisions included in the bill. I would, 
however, like to highlight a few impor
tant components included in the bill: 

Our Budget Committee has required 
that the bill include $395 million in 
savings within the Guaranteed Stu
dent Loan Program in accordance with 
the fiscal year 1987 Budget Reconcilia
tion Act. Consequently, the final legis
lative product incorporates a number 
of legislative changes that have the 
effect of meeting our budget require
ments when compared to the program 
under current law. Included in the 
program changes are: 

First, a series of amendments de
signed to prevent student loan de
faults and improve collection efforts; 

Second, a requirement that all stu
dents undergo a needs analysis to es
tablish their eligibility for a loan (cur
rent law requires that only students 

from families whose income exceeds 
$30,000 demonstrate need); 

Third, a reduction in the special al
lowance paid to lenders from 3.5 per
cent to 3.25 percent; 

Fourth, the establishment of a rein
surance fee for State guarding agen
cies dependent upon their default rate; 

Fifth, an increase in borrower inter
est from 8 to 10 percent beginning in 
the fifth year of repayment. Also, in
cluded in the bill is a provision which 
protects students from being charged 
an unjustifiably high interest rate in 
times of low interest rates by provid
ing that any borrower interest paid in 
excess of the basic special allowance 
formula is applied to the borrower's 
principal balance. 

The bill contains a tightening of the 
definition of independent student. 
This new definition was crafted to pre
vent the potential abuses of the inde
pendent student status within our title 
IV programs. 

The bill raises the borrowing limits 
within the GSL, Supplemental GSL 
and NDSL Program. These increases 
while modest in the face of escalating 
education costs, attempt to provide 
more resources for students and their 
families. 

The bill establishes a nonprofit cor
poration created to insure loans to col
leges for the construction and renova
tion of facilities. This addresses in 
part, perhaps one of the most serious 
problems facing higher education in 
the coming decade-the deterioration 
of its physical plant infrustructure. 

The bill makes several important im
provements in Federal support for 
graduate education. Our last reauthor
ization, The Education Amendments 
of 1980, set forth as a part of the 
agenda for the National Commission 
on Student Financial Assistance the 
charge to study and report on gradu
ate education. The Commission was di
rected to study the following: The ade
quacy of sources and levels of support 
for graduate students; the extent to 
which talented individuals are dissuad
ed from graduate study by cost consid
erations; the growing levels of indebt
edness of graduate students and; the 
status of minorities in various fields of 
graduate study. 

In December 1983, the Commission, 
chaired by New York University Presi
dent and former Colleague John Bra
demas, released its report: "Signs of 
Trouble and Erosion: A Report on 
Graduate Education in America." This 
report spotlighted the very real dete
rioration of support for graduate edu
cation over the past 20 years. The 
report highlighted five major prob
lems: First, shortages of highly trained 
talent in key fields, such as science 
and engineering; second, difficulties in 
maintaining high quality faculty; 
third, loss of talented students, espe
cially women and minorities due to 
lack of adequate financial resources; 

fourth, deterioration of the infrastruc
ture which supports graduate research 
and training; and fifth, potential loss 
of a generation of scholarship in many 
fundamental fields of knowledge. 

Because of the central importance of 
graduate education to the Nation, the 
findings of this report alarmed me. 
The findings of this report were con
firmed repeatedly again as we listened 
to witnesses and reviewed the status of 
our graduate education enterprise. We 
found that the number of applications 
for graduate study had declined, and 
that the percentage of students who 
enroll each year is progressively the 
larger proportion of those who apply. 
The brightest college graduates are 
not pursuing graduate education in 
the numbers that they were 15 years 
ago. In critical areas of national inter
est, we found that we are not produc
ing a sufficient number of doctorates; 
for example, in 1984, over half of all 
engineering doctorates were awarded 
to foreign nationals. 

While the costs of graduate educa
tion have steadily increased, substan
tial reductions have occurred in the 
amount and quality of support avail
able to even our best graduate stu
dents. Federally funded fellowships 
and traineeships dropped from 60,000 
in 1969 to fewer than 13,000 in 1981. 
Both undergraduate and graduate stu
dents have become increasingly de
pendent on loans to finance their edu
cation. Between 1974 and 1984, the 
percentage of Federal aid provided to 
graduate and professional students in 
the form of loans increased from 26 to 
73 percent. 

Because of the fundamental impor
tance of graduate education to the 
Nation, I believe that it was impera
tive that we responded to this phe
nomenon in reauthorization of the 
Higher Education Act. For this reason, 
I introduced earlier to this Congress, a 
bill creating a new fellowship program 
for graduate students. The bill was 
adopted by the House and agreed to 
by the Senate as a part of this confer
ence report. 

This new program creates a new part 
D of title IX. It creates a fellowship 
program which authorizes the Depart
ment of Education to award grants to 
graduate departments in areas of na
tional need. Grants would be awarded 
on the basis of merit from competing 
proposals as judged by panels of na
tionally recognized academic experts. 
Graduate departments would use the 
funds to provide followships to talent
ed graduate students for up to 3 years. 

This method-awarding grants to 
graduate departments who have docu
mented a track record of excellence, 
for the support of promising graduate 
students-is a proven mechanism for 
targeting Federal financial assistance 
for graduate education to where it can 
do the most good for our Nation. In 
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our final agreement, this program was 
authorized at $30 million for fiscal 
year 1987. 

I would be remiss in not pointing out 
the conferees also adopted a program 
authored by Representative DYMALLY, 
which was contained in the House bill. 
This program addresses another criti
cal need, by providing funds for the 
identification of students from minori
ty groups underrepresented in gradu
ate education and providing these stu
dents with opportunities to which will 
prepare them for graduate study. 

This bill has strong bipartisan back
ing. It reflects sound education policy 
while at the same time shows concern 
for our fiscal responsibilities. I urge 
my colleagues to show their support 
for higher education by voting "yes" 
for this conference report. 

0 1635 
Mr. FORD of Michigan. Mr. Speak

er, I yield 2 minutes to the gentleman 
from Pennsylvania [Mr. GAYDOS]. 

Mr. GAYDOS. Mr. Speaker, I rise to 
strongly support this conference 
report on the Higher Education Act 
reauthorization, S. 1965. As is typical 
of conference efforts. this is a compro
mise. We gave on some points and the 
Senate gave on others. Clearly, 
though, while no one is totally satis
fied with the final result, neither is 
anyone totally dissatisfied. 

As one knowledgeable educator said 
recently, "It is probably the best prod
uct we could have gotten under the 
constraints of the times and the cir
cumstances under which we had to op
erate." 

I am particularly pleased to note 
that the measure we are considering 
continues to make available trade, 
technical, and vocational training for 
those students who seek more immedi
ate access to job opportunities instead 
of the conventional postsecondary 
path to a 4-year college degree. 

This is especially relevant to the 
people in my district and in those dis
tricts that have suffered from the dev
astating effects of unfair and over
whelming foreign competition to our 
basic industries. 

In my district alone, there were 
more than 30,000 employed steelwork
ers just 5 years ago. Today. there are 
less than 5,000 and most of them are 
on strike. These are not teen-aged 
dropouts. These are men and women 
in their thirties, forties, and fifties. 

These are family people, homeown
ers. and responsible members of the 
community. There is in this bill before 
us the potential to help them find new 
careers through vocational training in 
proprietary schools and community 
colleges. In these settings they train to 
become truck drivers. word processors. 
or health aides through the assistance 
of guaranteed student loans [GSLSJ 
and Pell grants. 

There are, for example, some 5,000 
private trade, technical, and business 
schools eligible to train such students. 
In my own family, one of my daugh
ters chose to be trained as a secretary. 
which she is today, at the Bradford 
School in Pittsburgh. 

These schools fill an important and 
growing need, especially among men 
and women who are seeking training 
in new fields because their past jobs 
have disappeared or because they are 
not interested in the traditional type 
of postsecondary education. 

The bill before us is a compromise. 
It is the product of many long hours 
and a great deal of frustration. Our 
colleague from Michigan, who is chair
man of the Subcommittee on Postsec
ondary Education, and his staff de
serve a great deal of praise for their 
herculean efforts to bring this bill 
back to the floor. 

As a member of the conference com
mittee, I know of the many hours and 
long days put into the conference 
process. I know of the frustrations as 
agreements on key issues reached one 
day seemed to unravel in the light of 
the next day. 

Still. for all the hours and the frus
tration, the bill does provide the basic 
framework governing the Federal role 
in higher education for the next 5 
years. 

The final authorization figure of 
$10.2 billion for the entire package 
seems to be a bit low considering the 
importance of higher education to the 
future of this country, but it was the 
best we could achieve. 

As I said earlier, this measure is nei
ther totally satisfying nor objection
able. There is little doubt that some 
technical amendments and other kinds 
of fine tuning will be necessary in the 
next Congress, but that is the way 
things tend to be. 

Still in all, this is a good bill and I 
urge everyone to vote for its passage. 

Mr. COLEMAN of Missouri. Mr. 
Speaker. I yield 5 minutes to our rank
ing Republican member, the gentle
man from Vermont [Mr. JEFFORDS], 
who made significant contributions to 
the success of this conference report. 

Mr. JEFFORDS. Mr. Speaker, the 
Higher Education Amendments of 
1986 have evolved over the past 2 
years as a bipartisan piece of legisla
tion. I am pleased to be a cosponsor of 
this bill and I wish to congratulate the 
two House Members most responsible 
for this successful legislative effort, 
my colleagues from Michigan. Mr. 
FORD, the chairman of the Subcommit
tee on Postsecondary Education and 
the ranking Republican of the sub
committee from Missouri, Mr. CoLE
MAN. 

The legislation before us today 
strikes a balance between contradicto
ry forces-the continuing high budget 
deficits and corresponding need to 
hold the line on spending, and the im-

portance of Federal financial aid to 
students and parents. Federal finan
cial aid has become by far the largest 
contributor to student aid-approxi
mately 80 percent of all student aid 
comes from the Federal Government
and it has become an increasingly im
portant dimension of college finances. 

This reauthorization reaffirms the 
strong Republican commitment of 
support for postsecondary education 
and equal opportunity for all citizens. 
The bill focuses on strengthening the 
most important component of the 
Higher Education Act, student finan
cial aid, while at the same time provid
ing new initiatives in the categorical 
assistance programs which are direct
ed toward meeting the needs of our 
dynamic system of higher education. 

Keeping the enterprise of higher 
education strong and vital through 
Federal programs is very important 
not only to our Nation as a whole, but 
also to my home State of Vermont. In
stitutions of higher education consti
tute the third largest employer in my 
State, with 31,000 students attending 
Vermont's 30 institutions of higher 
education. Two-thirds of those 31,000 
students receive some combination of 
Federal grants, work opportunities, 
loans, interest subsidies, and loan 
guarantees. In addition many Vermont 
institutions benefit from the categori
cal programs in the act. 

In the interest of time, I will not go 
into a detailed explanation of the con
ference agreement. I would, however, 
like to touch on a few of the provi
sions in the final bill which I was per
sonally involved in developing. 

The conference agreement includes 
a provision which established a Na
tional Commission to examine the re
sponsibilities of parents. students. 
Government, and institutions of 
higher education to fund the expenses 
of postsecondary education. The pur
pose of this Commission is to report to 
Congress information that will assist 
us in developing a fair and equitable 
Federal policy with respect to finan
cial aid. Without knowledge of our re
sponsibilities and expectations how 
can we plan for a comprehensive Fed
eral policy now so that we are able to 
meet our future needs? 

One area that I believe this Commis
sion must thoroughly assess and assist 
the Congress in reexamining before 
the next reauthorization is the defini
tion of the independent student. The 
current law definition presents some 
potential for abuse; therefore, these 
amendments contain a substantial re
vision of the independent student defi
nition. Under the new, stricter defini
tion, students are presumed to be inde
pendent if they are 24 years or older; 
if they are married, responsible for 
legal dependents, a graduate or profes-
sional student, a veteran, an orphan or 
ward of the court; or if they can prove 



September 24, 1986 CONGRESSIONAL RECORD-HOUSE 26031 
they have been supporting themselves 
independently for 2 years prior to re
ceiving a student aid award. 

This new definition addresses the 
objective of the conferees-a tighter 
definition which attempts to end the 
potential abuses. However, larger 
policy questions still remain. At what 
point should a student be considered 
independent from his or her parents? 
Should policy be based on the belief 
that by the time a student turns a cer
tain age parents are no longer finan
cially responsible for them? Our new 
definition of the independent student 
may be rewarding the parents of inde
pendent students by relieving them of 
the responsibility of paying for their 
child's education. By allowing their 
children to declare themselves inde
pendent, we are allowing these stu
dents to be eligible for larger student 
aid awards. 

In addition, these amendments in
clude a provision which allows stu
dents with high loan debts to consoli
date these loans and extend their 
overall repayment period. Consolida
tion is included as a means of reducing 
the potential for default by reducing 
the initial monthly payments to be 
made by the students. For example, a 
student with a loan debt of $10,000, 
could reduce his monthly payment by 
about $25, or a total of $300 per year. 
Such a sum is significant to a student 
who is fresh out of school and starting 
in a new job. The costs of higher edu
cation are continuing to increase; 
therefore students will be graduating 
with even higher loan debts in the 
future. I believe that this provision 
will yield even greater benefits to stu
dents in the future due to these in
creasing costs. 

The conference agreement also 
makes some major revisions to the in
terest rate structure for parent and 
student supplemental loans. Under the 
present program an interest rate of up 
to 12 percent can be charged. A survey 
of the current program indicates that 
almost without exception a flat 12-per
cent interest rate is being charged. I 
believe that lenders should have made 
an effort to tie this program to a more 
market sensitive rate. With T -bills at 
less than 6 percent, T plus 3.25 per
cent is approximately 9 percent, a 
spread of 12 percent is unjustifiably 
high. Had lenders exercised the cur
rent option available to them, the con
ferees would not have felt compelled 
to revise the interest rate structure. 

Under the conference substitute, all 
new supplemental loans will be made 
with an interest rate based on market 
rates, the 91-day T-bill plus 3.75 per
cent, witll a cap of 12 percent. In addi
tion, holders of old supplemental loans 
would be eligible to refinance their old 
loans under the new interest rate 
structure. The conferees adopted this 
change out of concern that the inter-

est rate on the supplemental loan pro
grams was disproportionately high. 

I would like to note here that there 
is an inconsistency between the actual 
legislative language and the statement 
of managers regarding the T-bill used 
to determine the variable interest rate 
in this proposal. The legislative lan
guage is correct. It is my intent that 
the 91-day T-bill be used in this calcu
lation, and I appreciate the chairman's 
willingness to make the appropriate 
correction in the report to conform 
with the legislation. 

This change was made in recognition 
of the need for middle-income stu
dents and parents to have access to 
student loan capital to finance their 
education. It is our belief that this 
change will not undermine the contin
ued partnership of the lending com
munity and the Federal Government 
in making this program available to 
the public. The conference susbtitute 
has been designed so that these provi
sions can be implemented easily and 
fairly for students, parents, and banks. 

At that urging of the lending com
munity, we did not make the refinanc
ing component of this provision man
datory. However, I would like to call 
attention to the fact refinancing can 
be immediately implemented upon en
actment of this legislation. It is my 
hope that the lending community will 
participate aggressively in this Refi
nancing Program and view it as a 
means for expanding their supplemen
tal loan portfolio. The conference 
agreement recommends that Congress 
conduct an oversight hearing concern
ing the implementation and availabil
ity of this program. 

I would like to thank my colleagues, 
MARGE ROUKEMA and JOHN McKERNAN 
for raising the issue of market sensi
tivity during House consideration of 
the bill. I believe that their contribu
tions added considerably to the suc
cessful resolution of these provisions. 

Another substantial change to past 
practice is the recapture of interest 
paid by the borrower in excess of the 
basic special allowance formula. The 
bill includes an increase in borrower 
interest on a GSL from 8 percent to 10 
percent in the borrowers fifth year of 
repayment. This change is a provision 
from the House bill. It was incorporat
ed to recognize that once a student is 
out of school and employed, the stu
dent can handle a greater portion of 
the interest. In light of making this in
terest rate increase in the fifth year, 
the conferees agreed to a further pro
vision which will ensure that students 
will not be required to pay interest in 
excess of the basic special allowance 
payment. Under this provision any 
excess interest paid will be credited to 
the borrowers principal by either 
lengthening or shortening the period 
of repayment or by recalculating the 
borrowers monthly repayments on an 
annual basis. I would like to emphasize 

that any benefit accrued by these pro
visions is intended to be returned to 
the borrower. 

Overall, I would like to reiterate my 
support for House Report 861. I urge 
my colleagues to join me in reauthor
izing these programs for fiscal years 
1987-91. 

Mr. FORD of Michigan. Mr. Speak
er, I yield 5 minutes to the gentleman 
from New York [Mr. BIAGGI]. 

Mr. BIAGGI. Mr. Speaker, I thank 
the gentleman for yielding. 

Mr. Speaker, I rise as a cosponsor of 
the House-passed higher education 
amendments, and as a member of the 
conference committee, to urge my col
leagues to support the conference 
report on S. 1965. This conference was 
long and difficult; but I feel confident 
that this legislation addresses the cur
rent and future needs of the higher 
education community, especially the 
students. 

I want to congratulate and commend 
the distinguished chairman of the 
Postsecondary Education Subcommit
tee and primary negotiator in this 
process, my good friend and distin
guished colleague, BILL FoRD. His ex
traordinary leadership, craftsmanship, 
spirit of compromise and dedication to 
serving the needs of higher education 
was instrumental and essential in ar
riving at the legislation we bring 
before you today. 

A special exception was made for 
Chairman FoRD to continue to be the 
chairman of this subcommittee. I can 
only tell you upon reflection that this 
was the wisest thing this House has 
done, at least that the Democratic 
Caucus has done. 

As I've said before, higher education 
has no greater friend and no greater 
champion. He has demonstrated this 
through his tremendous efforts in con
ducting over 36 hearings on higher 
education concerns, molding H.R. 3700 
from these hearings and from the con
cerns of the members of the Postsec
ondary Education Subcommittee, dili
gently ensuring its favorable House 
consideration, and working with the 
Senate for the last month and a half, 
resolving the differences between the 
House and Senate legislation in a 
manner which would best benefit the 
higher education community. 

I would also like to commend the 
ranking Republican on this subcom
mittee, TOM COLEMAN, for his signifi
cant and substantial contributions to 
this legislation. His contributions in 
reducing student loan default rates 
and in improving our commitment to 
graduate education, as well as his sig
nificant efforts in other areas in order 
to achieve this compromise, are reflec
tive of his dedication to addressing 
postsecondary education needs. 

I would also like to commend our 
distinguished chairman, Gus HAw
KINS, who in keeping with his long-
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standing commitment to quality in 
education lent his experience and ex
pertise to molding a title 3 which ad
dresses the needs of historically black 
colleges, institutions that serve a large 
number of minorities, as well as other 
needy institutions. 

I would also like to recognize the 
many and significant contributions of 
the ranking Republican member of 
this committee, JIM JEFFORDS, and 
commend him especially for his efforts 
in the area of loan consolidation. 

Mr. Speaker, since I joined the 
House Education and Labor Commit
tee in 1969, I have participated in four 
reauthorizations of the Higher Educa
tion Act of 1965. In the past 20 years, 
postsecondary education has greatly 
changed. The student of the sixties is 
not the student of the eighties; the in
stitutions have changed and grown; 
and the cost of education has greatly 
risen. Each reauthorization, this com
mittee seeks to amend and adapt this 
important legislation to meet the 
changing needs of the higher educa
tion community. In the midseventies 
we tackled the problem of unavailabil
ity of guaranteed student loans by pro
viding banks with added incentives to 
join this program. We have addressed 
the growing cost of education with 
new student aid programs. We have re
targeted our aid depending on the 
needs appropriate at the time. This 
year we address many of the rising 
needs of higher education. These 
needs include lifting barriers to the 
nontraditional student, the rising cost 
of higher education, the increasing 
teacher shortage, and the increase in 
student default rates, among others. I 
would like to focus on some of the spe
cific aspects of this important legisla
tion. 

REMOVES BARRIERS TO NONTRADITIONAL 
STUDENTS 

In our numerous hearings in the last 
2 years, one significant fact stood 
out-not enough was being done for 
the most rapidly growing segment of 
our student population-the nontradi
tional student. One point that is quite 
important to stress is the changing de
mographics of the population of the 
educational institution. No longer are 
our college campuses exclusively filled 
with recent high school graduates en
rolled in 4-year programs. Currently 
over 40 percent of our students attend 
on a part-time basis; that figure is ex
pected to increase to over 50 percent 
by the end of this reauthorization. 
Two-thirds of our community college 
students are part-time students. By 
1992, it is estimated that one-half of 
our higher education students will be 
25 or older. 

I first addressed this problem early 
in this Congress, when I introduced 
H.R. 2711, the Fair Financial Aid for 
Part-Time Students Act, which sought 
to remove the barriers to the nontradi
tional student. This bill was incorpo-

rated in part into H.R. 3700, and a 
compromise was achieved with the 
Senate which would, for the first time, 
remove the present discrimination 
against needy students who, because 
of family or other responsibilities, 
cannot attend school on at least a half 
time basis. Financial aid will now 
depend on need, not on the number of 
credits a student is taking. This con
ference report contains provisions 
which will ensure that part-time stu
dents will receive a reasonable propor
tion of campus-based financial aid. 
This report for the first time allows 
less-than-half-time students to become 
eligible for Pell grants, phasing the 
neediest students in first. I would like 
to thank my colleague, Mr. Penny for 
his enthusiastic support of the less
than-half time student. 

This legislation also contains provi
sions which will more fairly calculate 
the cost of attending school for these 
nontraditional students, such as in
cluding provisions for child care and 
by updating the definition of an inde
pendent student. We have also includ
ed a child care pilot project to exam
ine the effect of campus-based child 
care on our student enrollment. 
Thanks largely to the dedicated ef
forts of Pat Williams and Steve Gun
derson, title 1, which supports con
tinuing education programs, focusing 
on our adult students, was reformed 
and reauthorized. 

TEACHER RECRUITMENT AND RETENTION 

Another problem on this rise in our 
Nation's education community is the 
increased shortage of teachers. We can 
expect a teacher shortage of one mil
lion by 1990. While enrollment in 
higher education programs in the last 
decade has increased by over one
third, the enrollment in teacher edu
cation programs has decreased by one
third. Even the President's report, "A 
Nation at Risk" cited teacher recruit
ment and retention as a major prob
lem in our schools today. In an effort 
to address these shortages, I intro
duced legislation, H.R. 2742, which 
was incorporated into the higher edu
cation amendments to provide a 3-year 
guaranteed student loan deferral for 
those entering the field of teaching in 
areas of shortage. These areas of 
shortage include geographic areas and 
subject areas. We seek to address spe
cial problems such as early retirement 
provisions in certain areas which 
reduce the teacher population, incen
tives for minorities to enter teaching 
in areas with a high percentage of mi
nority students, areas with mandated 
teacher testing, which reduces teacher 
supply, and areas which must present
ly resort to emergency certification to 
fill the classroom. I feel this is a posi
tive step toward addressing these 
grave problems. 

I would also like to commend Chair
man FoRD for his work in title V, par
ticularly the school-university partner-

ships, the Midcareer Teacher Training 
Program, and the establishment of 
professional development resource 
centers. 

REFORMS IN STUDENT AID PROVISIONS 

One of the most notable changes in 
higher education in the past 20 years 
is the cost of higher education and 
Congress's response to that cost. Con
sider that the value of student aid has 
dropped 21 percent in the past 5 years. 
In 1979, the average Pell grant covered 
46 percent of a student's costs. Today 
it only covers 26 percent. Consider 
that the dependence on loans has dra
matically risen. Under 10 years ago, 
only 15 percent of our lowest income 
students borrowed, instead of relying 
on grants. Today that figure has risen 
to 57 percent. Combine these statistics 
with the National Institute of Inde
pendent Colleges and Universities' es
timate that after 4 years of college, 
the debts of the neediest students are 
larger than their family incomes, and 
the result is our neediest students 
being inadequately served, thus being 
forced to discontinue their education 
or graduate with unjustly burdensome 
debts. 

Both the House and the Senate have 
placed a greater emphasis on grant 
money for the lowest income students 
instead of forcing them to becom~ 
heavily burdened by debt. Pell grant 
maximums are increased to $2,300 in 
the year of enactment of this legisla
tion, and by increments of $200 for 
each year thereafter, until the maxi
mum grant reaches $3,100 in fiscal 
year 1991. Guaranteed student loan 
limits are increased to $2,625 for those 
students in their first 2 years of 
school, and $5,000 for other under
graduates. Limits for graduate stu
dents are increased to $7,500. This 
maintains the committee's commit
ment that students should not be 
forced into excessive debt, while pro
viding flexibility for students attend
ing high cost institutions. Also, since 
the highest default rate occurs in the 
first 2 years, this addresses the prob
lem of student loan defaulters. 

TACKLING STUDENT LOAN DEFAULTERS 

The conference committee addresses 
the problem of student loan defaults 
by reinstating the Loan Consolidation 
Program, requiring the multiple dis
bursement of loans, and extending the 
unemployment deferment to 2 years
unemployment is the major reason for 
defaulting on student loans. All to
gether these provisions represent over 
$180 million in savings over the life of 
the bill. 

This bill's total authorizations is 
over $2 billion under current authori
zations. This bill is fiscally responsible. 
ADDRESSING THE NEEDS OF GRADUATE STUDENTS 

In 1983, our former colleague John 
Brademas, now president of New York 
University, reported that between 1969 
and 1981 the number of graduate fel-
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lowships had dropped from 60,000 to 
13,000. Our committee addressed this 
concern in title IX, largely by Mr. 
COLEMAN'S bill H.R. 2199, which 1 co
sponsored. The conference report pro
vides for grants to graduate students 
in areas of need. A provision I au
thored would include nondegree grant
ing institutions in eligibility for this 
graduate assistance. The Museum of 
Natural History in New York City 
brought to my attention that there 
are graduate students studying at mu
seums, libraries, botanical gardens, 
and other institutions which do not 
grant degrees, that are gaining access 
to information vital to their research, 
information often not present any
where save the museum or library. 
FEDERAL SUPPORT IN OTHER HIGHER EDUCATION 

AREAS 

This conference report reauthorizes 
and strengthens the TRIO programs, 
which were established to assist the 
disadvantaged student in completing 
high school and attaining postsecond
ary education. The conference report 
includes a special program targeted at 
encouraging minority students to 
enroll in graduate education, which 
along with provisions in title IX, seeks 
to address the grave imbalance of mi
norities in graduate school and there
fore in teaching positions. 

This legislation reforms the alloca
tion formula for campus-based aid pro
grams to more fairly serve institutions 
with large numbers of needy students. 
The conference report retains the 
House language keeping the student's 
GSL interest rate at 8 percent for the 
first 5 years after graduation. It re
names the National Direct Student 
Loan Program in honor of our distin
guished former chairman Carl Per
kins. 

CONCLUSION 

In the end we produced what we feel 
is a very substantial piece of legisla
tion that will assure the continued 
support on the part of the Federal 
Government for the next 5 years to so 
many aspiring students. This legisla
tion was reauthorized in a very exten
sive fashion in cooperation with the 
Senate. In what seemed to be at the 
outset an almost impossible conflict, 
reason prevailed, adjustments were 
made, accommodations were arrived 
at, and we are here today. This bill is 
comprehensive; there are many impor
tant provisions I did not mention 
today. This conference report re
sponds satisfactorily to the needs of 
the higher education community. 
Given the conditions of the day, I 
think we could not have produced any
thing better. Hopefully, in the future 
when the financial situation amelio
rates itself, we will be able to improve. 

This conference report does address 
the main concerns of higher education 
assistance-that of providing equal 
educational opportunities to all stu
dents regardless of race, creed, handi-

cap, national origin, and perhaps most 
importantly, financial background. 
This legislation attempts to remove 
barriers that face all postsecondary 
students and attempts to assist stu
dents in fulfilling their goals and 
dreams. While not perfect, this legisla
tion is an important step in our con
tinuing and increasing efforts to edu
cating the people of America. This 
country has historically placed a sig
nificant value on education, this legis
lation ensures that this priority is 
reaffirmed and revitalized. 

Before I close, I would like to enter 
into a colloquy with the chairman just 
for clarification of the REcORD. 

Mr. Speaker, to clarify the commit
tee's intent with respect to the lan
guage of section 484(D) of the bill 
dealing with ability to benefit stu
dents, am I correct in my understand
ing that if a student is admitted under 
counseling, we expect the institution 
to keep records showing that student 
has the ability to benefit? 

Mr. FORD of Michigan. Mr. Speak
er, if the gentleman will yield, yes, 
that is correct. 

Mr. BlAGG!. Am I also correct in 
my understanding that if a student 
fails the admission test and the insti
tution deems that the student can 
benefit from the education upon re
ceiving appropriate remediation, we 
expect the school to maintain records 
justifying that decision. 

Mr. FORD of Michigan. Mr. Speak
er, if the gentleman will yield further, 
yes, that is correct. 

Mr. BlAGG!. Mr. Speaker, I thank 
the gentleman. 

Mr. COLEMAN of Missouri. Mr. 
Speaker, I yield 4 minutes to the gen
tlewoman from New Jersey [Mrs. Rou
KEMA]. 

0 1650 
Mrs. ROUKEMA. Mr. Speaker, I 

wish to express my support for S. 
1965, The Higher Education Amend
ments of 1986, which extend the Fed
eral student aid and other higher edu
cation programs through fiscal year 
1991. My reasons for supporting this 
bill are based primarily upon my 
strong support for the student aid pro
grams we are reauthorizing. I believe 
that student aid is one of the few 
areas where a Federal education role is 
essential. In providing financial assist
ance to students on the basis of need, 
we ensure that no one is denied access 
to college solely due to the lack of fi
nancial resources. 

I would at this time like to commend 
the gentleman from Michigan [Mr. 
FoRD], the chairman, and the gentle
man from Missouri [Mr. COLEMAN], 
the ranking Republican, on the Post
secondary Education Subcommittee 
and the gentleman from Vermont [Mr. 
JEFFORDS], the ranking minority 
member in the full committee. As a 
member of the subcommittee myself, I 

have seen the degree of dedication and 
innumerable hours of work that they 
have devoted to the passage of this 
legislation. I would also like to com
mend the Members of the Senate who 
worked so hard in conference to re
solve the differences between the 
House and Senate bills. 

Although I had earlier been con
cerned about the very large total au
thorization amount contained in the 
House bill, particularly in these days 
of fiscal constraints, I am pleased that 
we worked out a reasonable compro
mise between House and Senate au
thorization levels in conference. 

I am gratified that a provision con
tained in an earlier amendment I had 
introduced was incorporated into this 
bill, although on a narrower scale than 
I had hoped. In subcommittee, I of
fered an amendment to the Guaran
teed Student Loan Program which 
would have based student's initial in
terest rate on prevailing market condi
tions by linking interest rates toT-bill 
rates. 

My amendment would have included 
some limits to ensure against windfalls 
for lenders or excessive rates for stu
dents. This idea of linking interest 
rates to the T-bill was adopted by con
ferees not in the Guaranteed Student 
Loan Program, but in the Supplemen
tal Loan Program. Although that 
amendment was not adopted, it was in
cluded in this bill. 

Thanks to the effort of the gentle
man from Vermont [Mr. JEFFORDS] it 
was introduced to apply to the Supple
mental Loan Program. I do not believe 
that we should totally insulate stu
dents from fluctuations in the finan
cial market. I certainly think this is a 
step in the right direction, a step 
toward variable rate loans. We can ob
serve how this principle works in the 
Supplemental Loan Program. Hopeful
ly, when we revisit the Higher Educa
tion Act in the future, we can apply 
what we have learned to the GSL Pro
gram without encountering the admin
istrative problems raised by the bank
ing community. 

H.R. 3700 also contains a significant 
reform by including a new independ
ent-student definition. If there is one 
area that virtually everyone agreed 
was in need of reform in the student 
aid programs, it was the arbitrary 
rules governing independent-student 
status. These rules were virtually im
possible to verify. Consequently, there 
was every reason to believe that wide
spread abuses were occurring. 

The conferees have remedied this by 
basically adopting the House provi
sions. These provisions require a stu
dent to either be at least 23 years old 
or to fall within one of certain specific 
categories-for example, married, 
orphan, graduate or professional stu
dent, and so forth. In addition, a stu
dent who does not fall within one of 
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these categories would be able to 
prove independence with proper docu
mentation. Fortunately, the conferees 
have retained the additional require
ment that students applying for inde
pendent status shall not have been 
claimed as a dependent for income tax 
purposes by their parents or anyone 
else other than a spouse for 2 previous 
years. This requirement, which I was 
able to add on the House floor, retains 
the one element of the previous test 
which was easily verifiable. The new 
definition of independent student 
should provide more predictability, 
consistency and fairness, as well as cut 
down on false claims of independence. 

Finally, I would like to mention an
other important improvement which 
this bill addresses. That is in the area 
of debt burdens acquired by students 
who take out guaranteed student 
loans. Under the previous system, stu
dents were also too frequently un
aware of the costs of their loans; 
many, if not most, students were un
aware of the monthly payments they 
would have to make until their loans 
actually came due. Since students 
have some control over costs in choos
ing which higher education institution 
to attend, it is important that in 
making that decision they be fully 
aware of the long-term financial impli
cations and not be overextended. 

For this reason, the bill includes a 
provision I offered in committee which 
requires the Secretary of Education to 
provide the necessary information re
garding potential student loan debt 
burdens to students at the time they 
make their higher education plans. 
The senior in high school must know 
that if he or she decides to attend a 
high-cost institution, it will probably 
mean a large debt burden upon grad
uation. I like to call this "truth in 
lending" in the student loan programs. 

In sum, we will be making some im
portant improvements in the Higher 
Education Act when we enact these 
amendments. I therefore wholeheart
edly support this reauthorization of 
the act. 

Mr. FORD of Michigan. Mr. Speak
er, I yield 2 minutes to the gentleman 
from New York [Mr. OWENs]. 

Mr. OWENS. Mr. Speaker, despite 
the fact that there have been very few 
headlines connected with this particu
lar bill and the media have paid no at
tention to it, this bill is one of the 
most important items to be passed in 
this session of the legislation, and his
tory will show that the steps taken 
here are far more significant in keep
ing America strong than many of the 
other items that have been dealt with 
in this session. 

I want to congratulate the chairman 
of the committee, the gentleman from 
Michigan [Mr. FoRD]. As expected, he 
and his staff have done a very compe
tent and thorough job. But beyond 
that, the citizen participation and the 

participation by the entire education 
community in the shaping of this bill 
was quite exceptional. Provision was 
made for numerous hearings and for 
input that I think was at a maximum 
from all quarters of the education 
community. As a result of this tremen
dous input and the flexibility of the 
chairman and the members of the 
committee, I think that we have a bill 
which cannot be excelled in any way 
in terms of dealing with all of the vari
ous problems related to higher educa
tion. 

The bill has provisions which maxi
mize opportunities for those who want 
to learn, for those who have potential. 
Contrary to anything that Prime Min
ister Nakasone may say, geniuses exist 
in all parts of our society-in all races, 
all ethnic groups, and at all economic 
levels-and the Higher Education As
sistance Act is just one part of provid
ing opportunities for those geniuses, 
those people with leadership ability, 
and just ordinary people who can be 
improved by education, to get the kind 
of assistance that they need from 
their Government. 

The bill is to be commended for 
maximizing those opportunities for 
those who have the greatest needs. It 
also is to be commended for recogniz
ing the needs of the historically black 
colleges. The historically black col
leges are a very tiny fraction of the 
total constellation of the American 
higher education community, but 
their special recognition in this bill 
allows them to make the contribution 
that they can make toward the bigger 
goals of the American higher educa
tion community. 

Mr. COLEMAN of Missouri. Mr. 
Speaker, I yield 1 minute to the gen
tleman from Pennsylvania [Mr. Goon
LING] . 

Mr. GOODLING. Mr. Speaker, I rise 
only to compliment the chairman of 
the subcommittee and the ranking mi
nority member. The manner in which 
the bill was put together is different 
from that of some committees on 
which I serve. We not only were given 
an opportunity to participate, we were 
encouraged to participate. If you do 
not believe that that is different, serve 
on the Budget Committee sometime as 
a minority member. We can partici
pate in reconciliation there-that is 
the bad guy-but putting it together is 
something else. 

I do want to congratulate both 
Chairman FoRD and the gentleman 
from Missouri [Mr. CoLEMAN], because 
we spent hours and hours and hours 
going all over this country and having 
hearings here, and then put together a 
bill that I think will improve our 
whole higher education program. so 
again, I compliment both for their ef
forts. 

Mr. FORD of Michigan. Mr. Speak
er, I yield 2 minutes to the gentleman 
from Minnesota [Mr. PENNY]. 

Mr. PENNY. Mr. Speaker, I urge a 
vote in support of the conference 
report on the reauthorization of the 
Higher Education Act of 1965. The 
report before us today is the result of 
several weeks of negotiations between 
the House and Senate on over 700 
points of disagreement. 

Mr. Speaker, conferees agreed to a 
fiscal year 1987 authorization level 
that represents a savings of $500 mil
lion over the House-passed bill, while 
maintaining and strengthening needed 
aid programs. 

In addition to making some savings, 
the conference report makes impor
tant and needed policy changes. Con
ferees agreed that student financial 
assistance should be extended to the 
growing number of nontraditional stu
dents on our college campuses. For the 
first time, students enrolled on a less
than-half-time basis will be given 
access to student aid programs. This 
change reflects the present reality on 
our college campuses. Part-time and 
less-than-half-time students now com
prise 41 percent of all national post
secondary enrollment. It's time, Mr. 
Speaker, that people striving to make 
a better life for themselves by advanc
ing their education are given a chance. 
Most part-time students are those 
training for a better job, or people re
training for a new career after being 
laid off from a declining industry or 
losing their farm. 

Mr. Speaker, this change and several 
others represent a significant step for
ward in our efforts to ensure access to 
education. I want to thank the gentle
man from Michigan [Mr. FoRD], the 
chairman of the subcommittee, for his 
leadership and his hard work, and that 
of both the minority and majority 
members of the Subcommittee on 
Postsecondary Education, which is re
flected in this conference report. 

Mr. Speaker, I urge my colleagues to 
support the conference report. 

0 1700 
Mr. COLEMAN of Missouri. Mr. 

Speaker, I yield 3 minutes to the gen
tleman from Wisconsin [Mr. GuNDER
soN.] 

Mr. GUNDERSON. Mr. Speaker, fol
lowing the recent completion of the 
House/Senate conference committee's 
work on the reauthorization of the 
Higher Education Act of 1965 (S. 
1965), I would like to commend the 
House Postsecondary Education Sub
committee chairman, Mr. FoRD, and 
the ranking minority member of the 
subcommittee, Mr. CoLEMAN, for their 
dedication and leadership throughout 
this reauthorization process. 

S. 1965, a bipartisan effort in both 
Houses, responsibly extends the Fed
eral commitment to higher education 
through student and institutional pro
grams. Changes in student assistance 
programs are geared toward reducing 
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a borrower's dependence on loans 
while at the same time realizing the 
cost of attending school continues to 
increase. Also addressed, are the 
changing trends in postsecondary stu
dents and their institutional and serv
ice needs. 

Passage of this conference report 
concludes an extensive reauthorization 
process commenced by both the House 
and Senate on February 14, 1985. 

I am pleased by the direction this 
legislation takes to respond to signifi
cant challenges facing our higher edu
cation community, those being: 

Demographic changes in the student 
population; 

Increasing costs of attending higher 
education institutions; 

The need to adapt to changing tech
nology with programs and curriculum 
that will prepare students properly; 
and 

Federal budgetary constraints. 
This reauthorization establishes a 

funding level for fiscal year 1987 of 
$10.2 billion. Title IV, student assist
ance programs make up the majority 
of this package-98 percent-thereby 
making more aid available to students. 
This is an impressive Federal commit
ment to the future of higher educa
tion and access to it. With public uni
versity costs, approaching $5,000 to 
$8,000 annually in some instances and 
private institutional costs double that 
of its public counterpart, Federal fi
nancial assistance is becoming a great
er necessity. 

In my home State, of the entire Uni
versity of Wisconsin system-enroll
ment equals 165,000 approximate
more than 63,400 University of Wis
consin students receive financial as
sistance equalling over $207 million. It 
is certain this reauthorization will pro
vide greater access and financially 
assist more students. The positive 
impact of this act will be further am
plified by the fact that these figures 
do not include student participation or 
funding from the many independent 
institutions, vocational education insti
tutions, or junior colleges throughout 
Wisconsin. 

In addition to the well-publicized 
student financial aid programs, for 
which this act is known, this reauthor
ization contains other important pro
grams, such as cooperative education, 
libraries, graduate education, and non
traditional student programs. A 
number of objectives have guided us 
throughout this process. First, the 
need to respond to the changing needs 
and clientele of the postsecondary stu
dent population. Title I gives the act a 
new focus to help colleges and univer
sities be more responsible to part-time 
students and working adults, and 
eliminate institutional barriers. This 
can be accomplished by developing 
creative and innovative educational de
livery systems-cooperative and con-

sortia arrangements to more effective
ly address regional educational needs. 

Second, we confronted the budget
ary limitations placed upon us by the 
deficit and our economic responsibil
ities. Recognizing the need for ade
quate funding for education, we re
sponded to the fact that Federal re
sources are not limitless. This confer
ence report responsibly increases the 
GSL loan limit, the maximum amount 
available in the Pell grant program, 
and campus-based programs. Under 
the direction of the Secretary of Edu
cation, a study will be conducted con
cerning the problems of escalating 
postsecondary education costs. This 
conference report is both fiscally and 
programmatically sound. 

Third, we improved the administra
tion and quality of the programs reau
thorized by the conference report. 
Congress must insure that these pro
grams function in an administratively 
efficient and effective manner, pro
mote incentives for the improved qual
ity of individual programs and postsec
ondary education generally, and re
spond to the financial needs of stu
dents. This conference report does 
this. 

Additionally, the new law will assist 
the higher education community meet 
the changing needs of our student 
population. John Naisbitt, social fore
caster and author of Megatrends con
siders, "In education we are moving 
from the short-term considerations of 
completing our training at the end of 
high school or college to lifelong edu
cation and training." This 5-year reau
thorization puts this concept into 
practice. 

In this lifelong educational spec
trum, the number of traditional col
lege age students 18 to 21 continues to 
decline, while older students over age 
22 account for 41 percent of the na
tional college and university student 
body. This compares with 28 percent 
in 1970. Between 1970 and 1983, enroll
ment for all students increased by 28 
percent. During the same period, en
rollment for older adult learners in
creased by 70 percent. By 1991, it is ex
pected that adult learners will make 
up 50 percent of the postsecondary 
student population. 

Accordingly, many House conferees 
sought to improve Federal law as it 
pertains to the expanding nontradi
tional adult learner population. Work
ing with Representative WILLIAMS to 
refocus the direction of title !-previ
ously continuing education-postsec
ondary programs for nontraditional 
students, we developed a program to 
assist universities adapt to the needs 
of the growing nontraditional student 
population. Creation and implementa
tion of on- and off-campus programs 
will enable institutions to reach out to 
nontraditional learners. 

The approach taken toward higher 
education programs in this act is both 

progressive and responsive. We have 
been fiscally responsible and practical 
in addressing the financial needs of 
the Nation's student, while at the 
same time, recognizing the changing 
face of higher education and respond
ing to it. 

Mr. FORD of Michigan. Mr. Speak
er, I yield 2 minutes to the gentleman 
from lllinois [Mr. BRUCE]. 

Mr. BRUCE. Mr. Speaker, I rise 
today in support of the conference 
report on the higher education amend
ments of 1986. As a member of the 
Postsecondary Education Subcommit
tee, I know the time and diligence it 
has taken to bring this final bill to the 
floor. I believe the bill reflects the 
true spirit of compromise and I would 
like to commend the chairman of the 
subcommittee, the distinguished gen
tleman from Michigan [Mr. FoRD], 
who carefully guided us through this 
process. 

Undertaking this bill was no small 
task-for the conference agreement we 
are considering today will chart the 
future of Federal support to higher 
education for the next 5 years. The 
final bill strikes an important balance 
between fiscal responsibility and the 
goals of access and choice. In recent 
years, choice has all but disappeared 
and access has been eroded. Budgetary 
constraints prevent us from fully real
izing those goals, but I believe today 
we have moved closer than ever before 
to the goals envisioned by the act's 
original authors 21 years ago. 

This bill has particular significance 
to me because the district I represent 
has one of the largest concentrations 
of college students in the Nation. 
Fourteen percent of the adult popula
tion is enrolled in one of the district's 
seven community colleges or two uni
versities. 

The Student Aid Programs are par
ticularly important. More than 20,000 
students in the district receive some 
form of student aid. Over 12,000 stu
dents at the University of Illinois 
alone benefit from the Guaranteed 
Student Loan Program. 

By strengthening Pell grants as the 
foundation of student aid, and by in
creasing the loan limits under guaran
teed student loans, this bill responds 
to the problems of rising tuition costs, 
shrinking grant aid and the growing 
dependency on loans to finance a col
lege education. The bill also responds 
to the changing student population by 
making aid available to students at
tending school less than half time. 

Throughout the conference, deci
sions were made with the understand
ing that these times demand fiscal re
sponsibility and accountability. With
out this recognition, we threaten the 
future of those we seek to help. And so 
the bill, in addition to meeting our 
budget targets this year, makes long 
term changes to ensure the fiscal in-
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tegrity of its programs. For example, 
in response to GSL defaults, the bill 
caps the amount to be borrowed by 
first- and second-year students-the 
years where default rates are the 
highest. The bill also includes a provi
sion I authored which calls for student 
loans to be made in installments. This 
provision is estimated to save over 
$300 million per year without drop
ping any students from the program. 

I would like to take this opportunity 
to thank my colleagues for their sup
port of my initiative to link colleges 
and universities with local govern
ments, business and others to work on 
economic development issues. With a 
small Federal investment, this is one 
way we can work to stem the tide of 
economic decline experienced in our 
communities. 

In conclusion, Mr. Speaker, the legis
lation we are considering today is an 
investment of the best kind-an invest
ment in the future of our young. The 
programs represented in this legisla
tion reflect both an opportunity for 
millions of young men and women, 
and a sound investment in a strong 
and prosperous America. 

Mr. COLEMAN of Missouri. Mr. 
Speaker, I yield 3 minutes to the gen
tleman from Iowa [Mr. TAUKE]. 

Mr. TAUKE. Mr. Speaker, I rise in 
strong support of the conference 
report on S. 1965, the Higher Educa
tion Amendments of 1986. I comment 
Chairman HARKINS and Chairman 
FoRD for their leadership in bringing 
this conference report before us, and I 
congratulate the ranking Republicans 
on the committee and subcommittee, 
Mr. JEFFORDS and Mr. CoLEMAN respec
tively, for their diligence and efforts 
to construct a balanced bill to reau
thorize the Higher Education Act of 
1965. 

Congress was faced with a difficult 
task when it began the reauthoriza
tion of this act. We were confronted 
with the need to expand financial aid 
programs in order to help students 
meet the rising costs of a college edu
cation and to ensure that financial 
burdens did not become insurmount
able hurdles to pursuing a higher edu
cation in this country. At the same 
time, we had to remain mindful of the 
need to control the overall cost of this 
bill to the Federal Government in 
light of the current budget crisis. 

Many of the conferees would have 
preferred a much greater expansion of 
student financial aid programs in this 
bill. I commend my colleagues for rec
ognizing budget constraints and work
ing within difficult spending limita
tions in developing this legislation, 
which successfully holds the line on 
the overall cost of the programs au
thorized by this legislation. 

While this bill does successfully con
trol the cost of higher education pro
grams, it does not do so at the expense 
of students. Availability of student aid 

is increased by this bill, but in ways 
that will not bust the budget. For in
stance, loan limits are raised in the 
Guaranteed Student Loan Program, 
thereby making larger loans available 
to help students meet rising costs at 
limited expense to the Federal Gov
ernment. Moreover, the special subsi
dies provided to lenders participating 
in the Guaranteed Student Loan Pro
gram are reduced slightly, a provision 
which does not jeopardize the continu
ation of the program or limit access to 
loans, but which saves the taxpayers 
millions of dollars. 

The conference agreement also rec
ognizes the increasing number of non
traditional students enrolled in post
secondary education programs and ad
dresses this growing area of need. The 
compromise reached to increase the 
aid available to these nontraditional 
students also rightly protects fulltime 
students from reductions in aid as a 
result of this expansion of the popula
tion eligible for student aid programs. 

Finally, I want to commend the gen
tleman from Vermont, Mr. JEFFORDS, 
for his work on the comprehensive, 
loan consolidation program included 
in this conference agreement. The 
ability to consolidate loans is an im
portant benefit to students who are 
graduating from postsecondary educa
tion with large debt burdens. Manage
able repayment schedules will also de
crease the default rate on Government 
guaranteed loans, and thus reduce the 
cost of these programs. 

I strongly support this conference 
report and urge my colleagues to join 
in the passage of this comprehensive, 
responsible legislation. 

0 1710 
Mr. FORD of Michigan. Mr. Speak

er, I yield 2 minutes to the gentleman 
from California [Mr. DYMALLY]. 

Mr. DYMALLY. Mr. Speaker, most 
of the Members have dealt with the 
substance of the bill, and others will 
continue to do so; however, I wish to 
deal with the spirit which prevailed 
during the many hours of the confer
ence committee meetings. 

First, I want to commend the chair 
of the Subcommittee on Postsecond
ary Education, the gentleman from 
Michigan [Mr. FoRD] for his efforts. 

Mr. Speaker, in this extremely con
servative time of fiscal constraints, 
when the national priorities tend more 
to be in terms of military emphasis in 
addressing the security needs of this 
great Nation of ours, the House and 
Senate Committees on Higher Educa
tion have been most triumphant 
against the odds of reducing the sig
nificance of higher education in Amer
ica. 

The conference report which is now 
before both Houses represents biparti
sanship in its greatest hour, and per
haps more importantly it represents 
the willingness of the Members of this 

Congress to ·address the present and 
future needs of higher education, and 
thereby securing the future of Amer
ica. 

Noteworthy of the agreements to be 
highlighted are the increases in stu
dent financial assistance to the poor 
and almost poor of this Nation; there
alization that Americans, as a people, 
are aging and all cohorts are to be af
forded the opportunity for education
the nontraditional students; the 
search to address the high numbers of 
dropouts in this Nation and programs 
which help this population secure 
higher education; the increases in pro
grams such as trio which has been 
most successful over the years and 
provides the poor with opportunity 
and chances for successful livelihoods; 
the recognition that black Americans 
and minorities of all races and creeds 
contribute to the greatness of this 
Nation and, therefore, the opportuni
ties granted by the title III programs; 
the recognition that graduate educa
tion in all areas is important to the 
continued greatness of America and, 
therefore, Patricia Harris grants; the 
cognizance that fair is fair and the 
programs which were adopted to treat 
equitably all colleges and universities 
of the Nation. 

This is an excellent bill which is 
being brought to this floor. Staff have 
worked hard and long for months and 
Members of both Chambers have 
given unselfishly of their time and en
ergies to assure that higher education 
in America is a solution to the record 
inflation, the growing numbers of illi
terates, and the overextended under 
and unemployment lines. 

I urge swift passage of the confer
ence report and congratulate my col
leagues in both Houses and on both 
sides of the aisles for making a most 
significant piece of legislation a part 
of the 99th Congress. 

Mr. COLEMAN of Missouri. Mr. 
Speaker, I yield 1 minute to the gen
tleman from Texas [Mr. BARTLETT]. 

Mr. BARTLETT. Mr. Speaker, I do 
concur with many of the speakers that 
this conference report is a substantial 
improvement over the version that 
passed the House. The legislation is 
technically well-thought-out and well
legislated. In fact, it does reduce total 
spending from $10.7 and $10.2 billion 
from the version we passed in the 
House. 

In addition, it provides other im
provements: A need analysis, a 6-
month grace period, interest rates in
creased in the 5th year, consolidation 
of repayments, and an increase in aux
iliary loans. 

I would call to the attention of the 
House floor that the bottom line is 
still the bottom line. This conference 
report proposes to increase expendi
tures in the higher education areas by 
$1.6 billion from fiscal year 1986 to 
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fiscal year 1987. Expenditures in fiscal 
year 1986 were $8.6 billion; $3.5 billion 
in Pell Grants, that would be proposed 
to be increased by about a billion dol
lars; $3 billion in GSL, that would be 
proposed of an increase of $200 mil
lion; and $1.8 billion in the remaining 
grant programs, and that would be 
proposed to be increased to $2.4 bil
lion. 

We will, if we pass this, and I believe 
we will; I have no illusions about the 
final vote; it will have an effect on se
questration, on Gramm-Rudman, on 
the deficit. I think the House should 
not adopt this version until the confer
ence report comes back with a spend
ing cap of a freeze at the fiscal year 
1986 levels. 

Mr. FORD of Michigan. Mr. Speak
er, I yield 2 minutes to the gentleman 
from Illinois [Mr. HAYES]. 

Mr. HAYES. Mr. Speaker, I rise to 
express my strong support for the con
ference agreement on the Higher Edu
cation Act amendments. As one of the 
House conferees on this legislation, I 
would like to personally compliment 
Chairman FoRD and ranking member 
CoLEMAN for their perseverance in 
fighting for a conference agreement 
that we in this body can-and should
be proud of and fully support. In addi
tion, I would like to compliment 
Chairman FoRD's staff for all of their 
tireless efforts ·in working out many of 
the differences between H.R. 3700 and 
s. 1965. 

While it may not contain provisions 
meeting each and every Members' de
sires, including my own, I want to tell 
my colleagues, given the financial re
straints we worked under, it is the best 
possible agreement that we were able 
to work out with the other body. Re
gardless of personal desires, each and 
every Member of Congress will have 
thousands of constituents who will 
benefit from the provisions of this 
agreement. Indeed, our entire Nation 
will benefit from this agreement. 

I urge my colleagues on both sides of 
the aisle to vote yes on passage of this 
legislation. 

Mr. COLEMAN of Missouri. Mr. 
Speaker, I yield 2 minutes to the gen
tleman from Maine [Mr. McKERNAN]. 

Mr. McKERNAN. Mr. Speaker, I 
want to just say to the leadership of 
the Committee on Education and 
Labor and the staff what a privilege it 
has been for me to serve on that com
mittee during this term that we are re
authorizing such an important piece of 
legislation. 

Particularly I want to thank the 
chairman, the gentleman from Michi
gan [Mr. FoRD] and his staff, as well 
as the ranking member, the gentleman 
from Missouri [Mr. CoLEMAN] and his 
staff, and the ranking member of the 
full committee, the gentleman from 
Vermont [Mr. JEFFORDS], because they 
have been of incredible assistance to 
me and my staff as we have tried to 

address problems that are specific to 
Maine children who need the opportu
nity for higher education. 

Whether they are problems that are 
unique to our own secondary market 
where we are trying to give more op
portunity to Maine children for higher 
education; whether it is the problem 
of rent subsidies being considered a 
part of income for the nontraditional 
students who need that help in order 
to go back to school; whether it is ex
panding the work-study programs to 
make sure that we can put more funds 
into job placement, so that we can 
make sure that we have the opportuni
ties that are going to be essential for a 
work-study program to work; or 
whether it is just changing the oppor
tunities the students have under the 
Guaranteed Student Loan Program. 

Maine has the lowest percentage of 
students in this country who go on to 
higher education, but the largest per
centage who use guaranteed student 
loans. 

I believe the kind of changes that we 
have made are going to allow more 
Maine students and more students 
throughout this country to have the 
opportunity to use government assist
ance to make sure that they have the 
opportunity to get the education 
which is going to be so important for 
their futures. 

Mr. Speaker, I think we have satis
fied the goal that we started out with, 
thanks to the leadership on our com
mittee putting education ahead of par
tisan politics. That is the way legisla
tion ought to be crafted, and I am con
vinced that will mean we are going to 
have more opportunity for students in 
this country within the limited dollars 
that we have. 

Mr. FORD of Michigan. Mr. Speak
er, I yield 2 minutes to the gentleman 
from Montana [Mr. WILLIAMS]. 

Mr. WILLIAMS. Mr. Speaker, quite 
often when the Congress considers 
major legislation of this type, it has 
difficulty drafting the legislation in a 
way that affects the future. We so 
often know what has happened in the 
past that sometimes we in effect fight 
the last war. 

I am pleased that the chairman and 
those of us who worked on this legisla
tion were able to draft it in a way that 
we took a close look and affected the 
lives of the new college student. 

There is a myth, Mr. Speaker, that 
the American college student is 18 
years old, male, unmarried, not work
ing, and enrolled in the business 
school. I do not know if that was ever 
true, but it certainly is not true today; 
and this bill really takes a major step 
at working with what we might call 
the nontraditional college student, the 
student that is more and more making 
up the majority of the student popula
tion on the campus. 

With this legislation we try to pro
vide appropriate assistance to return-

ing students, to single parent students, 
to workers who have been thrown out 
of work in these last two recessions in 
the past few years, and want to return 
to a campus to pick up additional 
kinds of skills. 

0 1720 
Time does not allow me to enumer

ate all of the many, many pages of 
changes that are in this bill which will 
affect the new students coming onto 
the campuses today and tomorrow. I 
want to commend the chairman for 
his leadership in ensuring that this 
bill affects those types of students and 
I would like to also commend my col
leagues on both sides of the aisle, par
ticularly, if I might take the risk of 
singling out one colleague, particulary 
Mr. GUNDERSON on the minority side 
of the aisle for the excellent work that 
he did in coordinating and cooperating 
with me and others in writing this bill 
in a way that it takes care of the non
traditional new college student who is 
going to be on America's campuses. 

Mr. COLEMAN of Missouri. Mr. 
Speaker, I yield 2 minutes to the gen
tleman from Michigan [Mr. HENRY]. 

Mr. HENRY. Mr. Speaker, I rise in 
support of the conference report on S. 
1965, the higher education amend
ments of 1986. This legislation re
sponds to the two overriding concerns 
today when it comes to Federal stu
dent financial assistance-making 
more dollars available, both in grants 
and in subsidized loans, for those stu
dents unable to pay the increasing 
costs of higher education, while also 
tightening eligibility criteria and col
lection procedures, to insure that only 
those students who need Federal aid 
receive it, and that those who do re
ceive loans repay them. The bill main
tains the critical combinations of Fed
eral grants and loans which have been 
so important in insuring educational 
opportunity to our young people, and 
increasingly, older workers who need 
retraining and further education as 
well. 

In addition, the conference report 
follows the House bill and includes a 
new program to address one of the 
most pressing needs of higher educa
tion today-the critical need for new 
and upgraded research and education
al facilities. By involving private cap
ital in this new program of loan insur
ance and reinsurance for educational 
facilities, this program will allow us to 
leverage a large number of. dollars for 
college construction with relatively 
few Federal dollars involved. 

I want to also commend the out
standing efforts of Chairman FoRD, 
and of my ranking member of the sub
committee, Mr. CoLEMAN, and to the 
chairman and ranking member of the 
full committee, Chairman HAWKINS 
and Mr. JEFFoRDs for all of their work 
on this legislation. It is a tribute to 
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them, as well as an acknowledgement 
of the importance of these higher edu
cation programs to our present and 
future strength as a nation, that this 
measure has maintained such a level 
of bipartisan support throughout the 
legislative process. 

Finally, let me mention two particu
lar provisions in the legislation. Under 
present law, there are two supplemen
tal loan programs-the Supplemental 
Loan Program for Students [SLSl 
which is available to graduate and pro
fessional students and to undergradu
ate students who have been deemed to 
be independent, and PLUS loans, 
which are available to parents of de
pendent students. While the loans are 
in many ways similar-there is, for ex
ample, no interest subsidy paid by the 
Government-the repayment terms 
under the two programs are different. 
Under the student loan program, the 
borrower has the option, with the 
lender, to either pay only the interest 
on the loan while the student remains 
in school, or to capitalize the interest 
and begin repayment after completing 
school. Under the parent loan pro
gram, repayment of both principal and 
interest must begin within 90 days of 
disbursement of the loan, under exist
ing law. 

The conference report makes two 
important changes in the parent loan 
program, which should go a very long 
way in making this program more 
useful to families whose income and 
assets prevent them from getting a 
guaranteed student loan, or for whom 
the GSL does not meet educational 
costs. The first is to add a variable in
terest rate, based on the U.S. Treasury 
bills, a change which was due to the 
efforts of Congressman JEFFORDS. The 
second change would allow flexibility 
in the repayment terms of these loans, 
adding the interest only while in 
school and capitalization options pres
ently available under the student loan 
program, to this program. The combi
nation of these changes will make this 
program more useful to families which 
are caught in the crunch between in
creasing educational costs, and the 
new restrictions on the more expen
sive GSL Program. 

I have already mentioned the new 
construction loan program included in 
title VII of the conference report. The 
bill also includes, in conjunction with 
that program, a nondiscrimination 
provision, initially added by the other 
body. While the intent of that provi
sion was to insure that none of the 
benefit of this program goes to those 
schools which follow policies of racial 
or other discrimination-an intent 
which I agree with-the language 
adopted by the other body would have 
precluded the participation in this 
program by a great number of private 
schools which maintain their identity 
through the religious faith commit
ment of faculty, staff, and/or stu-

dents. Many of these schools are no 
longer, or have never been, formally 
tied to or controlled by a particular 
church or denomination, but nonethe
less have maintained a commitment to 
an identifiable set of religious beliefs 
and ask their faculty, staff, and/or 
students to accept these as well. While 
it would have been my first preference 
to simply remove the prohibition on 
religious discrimination, as has been 
done in all of the other education stat
utes, it was not possible to get the 
other body to agree. So language has 
been included in the bill clarifying 
that these institutions which follow an 
identifiable set of religious beliefs, and 
which require their faculty, staffs, or 
students to accept these religious be
liefs, are not thereby prohibited from 
participating in this program. 

Mr. FORD of Michigan. Mr. Speak
er, I yield 1 minute to the gentleman 
from Massachusetts [Mr. ATKINS]. 

Mr. ATKINS. Mr. Speaker, the $10.2 
billion authorized by this legislation is 
about the best investment in this 
country's future that I can imagine. It 
will open the doors of educational op
portunity to more than 12 million stu
dents. While we have provided the 
educational opportunities our society 
so desperately needs, we have held 
spending below current authorization 
levels. We have targeted financial aid 
to students and families with the 
greatest need, and we have found af
fordable methods of assisting middle
income families. 

We have raised financial aid levels to 
reflect the increased costs of higher 
education. We have reenacted a stu
dent loan consolidation program that 
will let students stretch out their re
payments and lower their debt bur
dens. We have set up new tougher pro
cedures for collecting on defaulted stu
dent loans. 

That we can improve the act's stu
dent aid programs and save money at 
the same time is a tribute to the bipar
tisan effort that went into the draft
ing of this bill. I would especially like 
to congratulate our chairman, Mr. 
FoRD, for his unending efforts on 
behalf of this legislation. 

Mr. COLEMAN of Missouri. Mr. 
Speaker, I yield 2 minutes to the gen
tleman from Washington [Mr. CHAN
DLER]. 

Mr. CHANDLER. Mr. Speaker, 
darned near everything has been said 
on this bill. I just want to rise and say 
"thank you" to the chairman of the 
Subcommittee on Higher Education, 
"thank you" to the ranking member of 
both the subcommittee and of the 
committee. 

Last year I read in the Wall Street 
Journal about a program up at Har
vard that struck my imagination as 
one that might be useful for the whole 
country, one that would take people 
who had served in a career for some 

time, 20 or 25 years and then train 
them to be a teacher. 

So I went to Mr. FoRD and asked him 
his ideas about it. He said, "Why don't 
you introduce a bill?" Later he sug
gested "let's put it in the Higher Edu
cation Act." 

Then he helped me get it through 
the conference committee, as did the 
gentlemen from Missouri [Mr. CoLE
MAN] and Vermont [Mr. JEFFORDS]. 

I think this is an example of people 
from different parties working togeth
er, holding hearings in my State, and I 
just want to stop for just a moment, 
from all the rest of the discussion of 
this and just say that this is a little 
personal triumph for me. It is my first 
bill through the Congress, and I am 
tickled about that. But you never do 
anything alone. 

Especially to you, Mr. Chairman, 
"thanks a million." 

Mr. FORD of Michigan. Mr. Speak
er, I yield 1 minute to the gentleman 
from Michigan [Mr. KILDEE]. 

Mr. PANETTA. Mr. Speaker, will 
the gentleman yield? 

Mr. KILDEE. I yield to the gentle
man from California. 

Mr. PANETTA. I thank the gentle
man for yielding. 

Mr. Speaker, I rise to pay tribute to 
the chairman and those involved in 
this conference, particularly on the 
foreign language areas, title VI. If we 
are going to have strong higher educa
tion in this country, it does have to 
emphasize foreign language training. 

Mr. KILDEE. Mr. Speaker, I rise in 
support of the conference report on S. 
1965, the Higher Education Act 
Amendments of 1986. This conference 
report will help achieve the goal of 
equal educational opportunity by re
authorizing grants and loans to the 
Nation's colleges and their students 
for 5 years. I commend the gentleman 
from Michigan, Chairman FoRD, for 
skillfully guiding this important meas
ure through Congress, and I urge my 
colleagues to support it. 

I was a conferee for title XIII of this 
measure, which creates an autono
mous Institute of American Indian 
and Alaskan Native Culture and Arts. 
This institute will be a continuation of 
the excellent program in Santa Fe, 
NM, which I have had the privilege of 
visiting. Special attention in the long 
effort to take this vital step goes to 
Congressman RICHARDSON, who has 
worked for several years on these pro
visions. I am sure that it will allow 
continued growth in the program. I 
believe the institute will be a show
place for young Indian artists and arti
sans. 

I must also mention the fact that 
the conference report on S. 1965 takes 
the first step in recognizing the need 
to preserve and foster native Hawaiian 
art and culture. The grant program 
authorized by this section is not in 
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competition with, but is separate and 
in addition to, the program in Santa 
Fe. As such, it is to be commended and 
supported. 

In addition, the conference report on 
S. 1965 incorporates provisions from 
H.R. 147, which I introduced on Janu
ary 5, 1985, and which is cosponsored 
by 78 Members of the House. These 
provisions ensure funding for the Na
tional Diffusion Network. 

The National Diffusion Network 
[NDNl was created in 1974 by the De
partment of Health, Education, and 
Welfare. Its objective is to carry out a 
congressional mandate to improve edu
cational quality through the dissemi
nation of exemplary educational pro
grams to school districts throughout 
the United States. It is the only pro
gram in the country that has this ob
jective. The NDN also provides assist
ance to school districts that wish to 
adopt and operate any of these pro
grams. Though relatively small, the 
NDN has amassed an impressive 
record of success in meeting this objec
tive. 

Since 1974, the NDN has been fos
tering the improvement of educational 
practice in school districts in all 50 
States, the District of Columbia, the 
Virgin Islands, and Puerto Rico. 

Currently, NDN programs are 
funded from tier II of the Secretary's 
discretionary fund. This provision en
sures funding under the Secretary's 
fund by moving it into tier I of this 
fund. 

Also incorporated into the confer
ence report on S. 1965 are provisions 
from H.R. 2210, which I introduced on 
April 24, 1985. H.R. 2210 adds two 
principals to the Assessment Policy 
Committee [APCl, a body established 
by Congress to help assess education 
policymaking at the local, State, and 
Federal levels. 

These provisions will enhance the 
important task of assessing the 
achievement levels of children and 
young adults in the basic skills of 
reading, mathematics, and communi
cation. 

Congress mandated a national as
sessment of education progress when 
it enacted Public Law 95-561, the Gen
eral Education Provisions Act 
[GEPAl. The APC is charged with the 
task of selecting the learning areas to 
be assessed, developing goals and as
sessment objectives, identifying appro
priate methodology and ground rules 
for measuring educational progress 
and determining the form and content 
of the assessment's report, as well as 
the method of dissemination. The 
APC also conducts studies on how to 
improve the ultimate use of the na
tional assessment. 

Principals set the learning climate, 
are the curriculum leaders and are the 
ones who implement change in each 
school. They observe and assess the 
daily implementation of curricula. Sec-

ondary and elementary principals 
would bring to the APC a much 
needed perspective of the every day 
implementation and assessment of 
curricula. This measure affords the 
utilization of this perspective. 

Finally, Mr. Speaker, I would like to 
take this opportunity to express my 
heartfelt appreciation to Mr. David 
Solis, formerly of my staff, whose 
hard work, contributed greatly to the 
National Diffusion Network and the 
Assessment Policy Committee provi
sions of this bill. Mr. Solis has recently 
returned to the teaching profession, 
and I am sure we all wish him well in 
his future endeavors. 

Again, Mr. Speaker, I urge my col
leagues to support the conference 
report on S. 1965. 

Mr. FORD of Michigan. Mr. Speak
er, I yield 1 minute to the gentleman 
from Florida [Mr. FASCELL], the chair
man of the Committee on Foreign Af
fairs. 

Mr. FASCELL. Mr. Speaker, I take 
this time to engage the subcommittee 
chairman in a colloquy. 

Mr. Speaker, I understand that the 
conference agreement contains lan
guage creating a special commission 
which will study the issue of title IV 
eligibility for students whose immigra
tion status is pending or is in some 
other way unclarified. 

Mr. FORD of Michigan. Mr. Speak
er, if the gentleman will yield, yes 
there is report language to this effect. 

Mr. FASCELL. I would like to sug
gest that one component of the com
mission's study in this area be an ex
amination of the special concerns of 
higher education institutions like 
Miami-Dade Community College in 
Miami, FL. Miami-Dade is the largest 
community college in the United 
States and has a long and distin
guished record of educating students 
from other nations. The commission 
should pay special attention to the 
students of Nicaraguan descent who 
are enrolled at Miami-Dade and other 
higher education facilities in south 
Florida. The administration's refusal 
to clarify the immigration status of 
these students has placed their educa
tional future in peril. Miami-Dade 
argues that an educated populace is a 
productive populace. I trust that these 
special concerns can be included in the 
commission's mandate. 

Mr. FORD of Michigan. I, too, would 
hope that the commission would pay 
special attention to concerns of this 
nature. 

Mr. Speaker, I yield 1 minute to the 
gentleman from Kentucky [Mr. PER
KINS]. 

Mr. PERKINS. Mr. Speaker, I ap
preciate the chairman giving me this 
opportunity to rise and voice my 
strong support for this conference 
report. We have gone through an ex
tensive examination of all the higher 
education programs and I feel that we 

have been able to put together a bill 
that addresses many of the needs that 
are facing the higher education com
munity today. I feel that this bill also 
provides the structure for today's pro
grams to face tomorrow's problems as 
higher education grows and expands 
through the 5-year life of this reau
thorization. 

In this conference report we were 
able to preserve the present interest 
rates on the guaranteed student loans 
that are used and critically needed by 
today's students. We were also able to 
open the door of hope and access a 
little wider for the nontraditional stu
dents. Many of the truly deserving will 
become eligible for Pell grants in the 
coming years as a result of this initia
tive. Hopefully we will be wise enough 
to continue to build on this idea and 
provide more access for nontraditional 
students in the future. 

I congratulate the chairman of our 
postsecondary subcommittee on his 
excellent leadership and hard work. 
throughout the hearings, markups, 
and the conference proceedings with 
the Senate. Because of Congressman 
FoRD's dedication to this legislation we 
have a reauthorization that deserves 
unanimous support from both Houses 
of Congress. I urge everyone to vote 
for approval of this conference report 
on S. 1965. 

Mr. FORD of Michigan. Mr. Speak
er, I yield 1 minute to the gentleman 
from the Virgin Islands [Mr. DE LUGO]. 

Mr. ECKART of Ohio. Mr. Speaker, 
will the gentleman yield? 

Mr. DE LUGO. I yield to the gentle
man from Ohio. 

Mr. ECKART of Ohio. Mr. Speaker, 
the Education and Labor Committee, 
and the conference committee both on 
which I sit, faced a formidable task in 
reauthorizing the Higher Education 
Act. While increasing tuitions at insti
tutions force more students to seek fi
nancial assistance, the budget deficits 
are placing great pressure on Congress 
to control student aid costs. Through 
enormous diligence, we were successful 
in drafting a bill which provides more 
aid to individual students while keep
ing costs down. 

I am particularly pleased with this 
bill as it serves the needs of the non
traditional students. As a Representa
tive of northeastern Ohio, I have striv
en to provide assistance to the many 
workers in my district who have per
manently lost their jobs. The econom
ic dislocation in our economy has been 
enormous in the past decade, with mil
lions of workers losing their jobs. 
Thousands of those coming from 
northern Ohio. Yet, few Federal funds 
are available to help these workers get 
back on their feet. This Congress, I in
troduced a provision, included in this 
bill, which allows dislocated workers to 
qualify for student aid so that they 
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can pursue additional education and 
training to reenter the work force. 

Significant barriers stand in the way 
of these pursuits. Many of these work
ers have financial responsibilities such 
as owning homes and providing for 
their families, which render them in
eligible for assistance. My amendment 
allows that for these workers. the 
principal place of residence is not com
puted as an asset, and unemploymet 
insurance is not considered income to 
determine their needs for Federal aid. 
This provision is also extraordinary 
because it provides these workers with 
the opportunity to enter an education
al or retraining program unique to 
their particular needs and abilities. 

Mr. Speaker, education is the step
ladder by which each generation im
proves over the past. 

Job retraining and education oppor
tunity are the keys to future economic 
development in the industrial Mid
west. It is not enough to retool our 
factories; we must also reskill our 
workers as well. Hope, access, opportu
nity. this conference report represents 
that for millions in our society. 

Mr. Speaker, I urge support for this 
legislation. I commend Chairman 
HAWKINS and Chairman FoRD for 
their excellent work in writing this 
legislation. 

Mr. DE LUGO. Mr. Speaker, I rise in 
support of approval of the conference 
report on the Higher Education Act 
Amendments of 1986. While I regret 
that we could not be more generous in 
authorizing these programs, I believe 
that passage of the proposal before 
this body today will reaffirm Congress' 
commitment to assuring access to 
higher education. 

I am particularly pleased to note 
that, in referring to the definition of 
"historically black colleges and univer
sities" under title III, of the act, the 
conference report specifies that the 
definition includes "many institutions 
• • • at least one established as late as 
1963". The College of the Virgin Is
lands is one such institution. 

The College of the Virgin Islands 
was created to serve the needs of the 
U.S. Virgin Islands community. This is 
a primarily black community, and the 
school was created to offer an access 
to higher education previously un
available to the native West Indian 
residents of the territory. The school 
has done. and continues to do, a com
mendable job in this regard. It fits 
squarely within the objectives of the 
part B set-aside. Its student body has 
historically been primarily black, and 
is expected to be in the future. 

Unfortunately, earlier definitions of 
historically black institutions had ex
cluded the College of the Virgin Is
lands because it was created after the 
landmark civil rights case. Brown 
versus The Board of Education. Yet, 
the college's function has been the 
same as those institutions: to provide 

quality postsecondary education to 
black students with limited access to 
other institutions of higher learning. 

I thank the gentleman from Califor
nia, Chairman HAWKINS, the gentle
man from Michigan, BILL FoRD, chair
man of the conference committee for 
their role in making clear that the 
College of the Virgin Islands is includ
ed under the part B set-aside. I appre
ciate their understanding of the im
portance of the college to the future 
of the U.S. Virgin Islands and their 
care in assuring that black students in 
that part of the country benefit from 
the same consideration as their main
land counterparts. 

Mr. COLEMAN of Missouri. Mr. 
Speaker, I yield myself such time as I 
may consume. 

Mr. Speaker, in closing, let me just 
say there has been a lot of commenda
tion today to the Members who have 
been involved. I also want to say thank 
you to the fine staff which has sup
ported us. This is a very complicated 
and complex bill and subject matter, 
and both the Republican and Demo
cratic staff members deserve a great 
deal of credit for the success of this 
particular conference report. 

I think all of us want to thank them 
today. 

Mr. FORD of Michigan. Mr. Speak
er, will the gentleman yield? 

Mr. COLEMAN of Missouri. I yield 
to the gentleman from Michigan. 

Mr. FORD of Michigan. I thank the 
gentleman for yielding. 

Mr. Speaker, I thank the gentleman 
from Missouri for his remarks, and I 
associate myself with his remarks. 
Indeed, this has been a monumental 
task for both the majority and minori
ty, and they have performed well. 

Mr. COLEMAN of Missouri. Mr. 
Speaker, I yield the balance of our 
time to the gentleman from Michigan 
[Mr. PuRSELL]. 

Mr. PURSELL. I thank the gentle
man for yielding. 

Mr. Speaker. as a member of the 
Committee on Appropriations' Sub
committee on Higher Education, I 
want to say congratulations to Chair
man FoRD and Congressman COLEMAN 
and others who have presented an out
standing bill for this country for the 
next 5 years. 

Mr. NATCHER and I and others on the 
subcommittee have set aside the re
serves, earmarked dollars for higher 
education, and we are prepared to 
fully fund the authorization bill at the 
maximum level. 

I just want to congratulate Con
gressman FoRD and others who have 
an outstanding long career of provid
ing funds for our students and people 
in higher education in America. 

I congratulate the gentleman for an 
outstanding piece of work and yield 
back the balance of my time. 

Mr. McCAIN. Mr. Speaker, today I rise in 
strong support of the conference report on 

the Reauthorization of the Higher Education 
Act. During the 98th Congress, I served on 
the Committee on Education and Labor which 
was holding preliminary hearings on this topic 
and since then I have taken a strong interest 
in this reauthorization. My district includes one 
of our Nation's largest and finest universities, 
Arizona State University, and my State of Ari
zona is the home of several other fine institu
tions of higher teaming. The huge private and 
State funding available to many Eastern 
schools does not exist for schools in my 
State. That is why this bill is so important to 
me. 

I was most gratified to see that changes 
were made allowing for increased student 
loans and grants. The action to expand aid to 
part time and nontraditional students is ex
tremely important to me and to Arizona. As 
many Members have said today, the archtypi
cal college student is no longer 18 to 22 years 
old, upper middle class and supported by his 
or her parents. We need to provide for all 
Americans, no matter what age or back
ground. Part-time students training for a better 
job or retraining to start a new career will es:
pecially benefit. In Arizona, this group includes 
dislocated copper workers and countless 
others. 

This bill also provides for aid to postsecond
ary institutions beyond the standard 4-year 
college, university, or graduate school. We 
recognized the existence and needs of techni
cal and business schools, so important in our 
Nation's move toward a high-technological 
service-oriented economy. 

This reauthorization is vital to our Nation 
and I urge my colleagues' strong support. As 
a father, I believe this Nation must make 
every effort to invest in our most important 
natural resource, our children. 

Mr. GILMAN. Mr. Speaker, I rise in support 
of the conference report on S. 1965, the 
Higher Education Act Amendments of 1986. I 
would like to commend the gentleman from 
California [Mr. HAWKINS] for the leadership he 
has provided us in bringing this legislation 
before us today and for his continuous sup
port of higher education. 

Mr. Speaker, yesterday we debated for the 
rights of our senior citizens. Today, we are ar
guing for the rights of an extremely important 
segment of our population, our young people. 
The future leaders of our Nation and this Gov
ernment lies with our young citizens. A stu
dent loan or a Pelt grant can make all the dif
ference in allowing a person to receive a 
higher education. We must not deny them the 
opportunity to better themselves merely be
cause they may not have the financial means 
to do so. 

This legislation will help allow our nontradi
tional students to obtain an education. In 
these days of financial troubles, many stu
dents cannot afford to attend school on a. full
time basis or choose to enter the work force 
and return to their education later. This con
ference report extends to those students who 
attend less than part time, access to aid. This 
will allow many of our students to remain in 
school while also opening doors to many of 
our older citizens. 

I believe the conference committee has 
done an outstanding job in helping build a 
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strong higher educational system while work
ing within strict monetary constraints. Accord
ingly, I urge my colleagues to support the con
ference report on S. 1965, to ensure the con
tinued prosperity of our educational system 
and of our young people. 

Mr. AKAKA. Mr. Speaker, I rise in strong 
support of the conference report on the bill, S. 
1965, the Higher Education Act amendments. 

Of particular interest to me and my constitu
ents is a provision in the conference report 
which affords particular attention to native Ha
waiians. Specifically, the conferees have 
agreed to provide funds for the purpose of es
tablishing a Native Hawaiian Culture and Art 
Development Program in order that their pre
cious art and cultural history may be pre
served. 

Clearly, the conferees believe, and I concur, 
that such a program is vital to the promotion 
and protection of native Hawaiian culture and 
art. It is generally agreed that a Native Hawai
ian Culture and Art Development Program, in
dependent of the Culture and Arts Develop
ment Institute established for American Indi
ans and Alaskan Natives, provides the most 
effective means for the Federal Government 
to support research and scholarship in native 
Hawaiian art and culture. 

Under the provisions of S. 1965, the Secre
tary will make a grant to a private, nonprofit 
organization or institution primarily serving and 
representing Hawaiian natives. It is imperative 
that the importance of efficient management 
of this grant be recognized, and as such the 
Secretary should ensure that said grant be 
made to an established organization knowl
edgeable in the cultural and artistic heritage of 
native Hawaiians. Such an institution is the 
Bernice Pauahi Bishop Museum, in Honolulu, 
HI, which serves as an invaluable resource in 
the study of Hawaiian culture. The Secretary 
would no doubt be acting in accordance with 
the intent of this provision to exercise maxi
mum flexibility in allowing the Bishop Museum 
to administer this grant. 

A very important element in the success of 
this program will certainly be the establish
ment of a governing board to control its activi
ties. Indeed, the need for expert representa
tion in order to ensure the long-term viability 
of the program cannot be overemphasized. 
Therefore, it is envisioned that the board shall 
be comprised of individuals who are native 
Hawaiian, or other individuals, who are widely 
recognized in the field of Hawaiian art and cul
ture, of which the total number of voting mem
bers shall be 13. The members of the board 
should be appointed by the Governor of the 
State of Hawaii. 

The board's leadership should include as 
chairman, the chairman of the Office of Ha
waiian Affairs, and as vice-chairman, the presi
dent of the Bishop Museum. In addition, the 
president of the University of Hawaii should 
occupy a seat on the board. In making the 10 
additional appointments, the Governor should 
consult with and seek nominations from native 
Hawaiian organizations within the State of 
Hawaii, and should ensure that their terms 
rotate, at least every 6 years. Ideally, no 
member would be eligible to serve in excess 
of two consecutive terms, but may continue to 
serve until such member's successor has 
been appointed. 

Of the members first appointed, three 
should be appointed for terms of 2 years, 
three should be appointed for 4 years, and 
four should be appointed for terms of 6 years; 
as designated by the Governor at the time of 
appointment. Such terms will surely result in 
the most efficient administration possible. 

The composition of its board will not be the 
sole determinant of success for this program. 
Also imperative to its success is the location 
of this program in an environment comple
mentary to its objectives. As we are well 
aware of the historic expertise of the Bishop 
Museum in acquiring, preserving, and promot
ing the art and culture of native Hawaiians, it 
would be most appropriate for us to intend 
that the Bishop Museum be maintained as the 
location for the Native Hawaiian Culture and 
Art Development Program. 

Finally, it would certainly be of great assist
ance to Congress if the Secretary would see 
that a report be submitted to the Congress 
annually by the Department describing the ef
forts being made to date to identify and per
serve and perpetuate native Hawaiian art and 
culture. 

Mr. Speaker, I am sure that I speak for Ha
waii's entire population when I say that the 
committee and its staff should be thanked and 
commended for their sensitivity to the need 
for preservation and promotion of native Ha
waiian art and culture. I would like to go on 
record as saying that I will be sure to monitor 
the progress of this program as closely as 
possible to ensure that the intent of Congress 
is best fulfilled. 

Mr. HAWKINS. Mr. Speaker, I appreciate 
the opportunity to comment briefly and affirm
atively on the conference report on S. 1965, 
the Higher Education Amendments of 1986. 

The reauthorization of the Higher Education 
Act of 1965 is overwhelmingly significant 
today, because of the high cost of going to 
college, and because S. 1965 seeks to keep 
access to college open to all students, and 
especially to capable students who want to go 
to college, but who also have great financial 
need. 

Additionally, S. 1965 addresses the goal of 
equal educational opportunity through im
provements in student financial assistance 
programs, through balance and equity provi
sions in these programs, by making the 
system fairer in determining the share of edu
cational costs students and their families can 
be expected to bear, by providing more effec
tive service to the nontraditional student, and 
by providing certain increases in, and better 
targeting of student financial aid programs. 

Of particular interest to me in this landmark 
proposal is title Ill. The provisions of this title 
are substantially similar to legislation I intro
duced earlier this year, H.R. 2907, a bill that 
revised and modified title Ill. I want to express 
my appreciation to the subcommittee chair
man for his careful consideration of the pro
posed changes to title Ill which were ultimate
ly adopted by the conference committee and 
which I believe are key to ensuring an equal 
opportunity for a higher education for all 
Americans-particularly minority, low-income, 
and educationally disadvantaged students. 

The intent of title Ill is to provide grants of 
assistance to less developed colleges and 
universities which serve large numbers of low-

income and minority students, in an effort to 
help these institutions strengthen their aca
demic programs and management capabilities 
and move toward self-sufficiency. I believe it 
is unquestionably in our Nation's interest to 
ensure the stability and growth of the many 
postsecondary institutions that are struggling 
to survive in the face of declining enrollments 
and scarce resources. The purpose of this 
title is to assist these institutions in equalizing 
educational opportunity by expanding the ave
nues of access to a higher education. 

While current law has provided valuable as
sistance to many developing postsecondary 
institutions, there are many other intended 
beneficiaries of title Ill assistance that have 
not received a sufficient or fair share of avail
able funds-funds, I might add, that have 
never been adequate to assist all deserving 
institutions. This is particularly true for histori
cally black colleges and universities, and other 
institutions serving large numbers of minority 
and low-income students. Accordingly, the re
vised title Ill eliminates duplicative and confus
ing eligibility requirements that have contribut
ed to a lack of effective distribution of funds in 
the past, and is restructured to ensure that in
tended beneficiaries of title Ill funds will be eli
gible to receive grants of assistance. 

The revised title Ill creates a new part 
which authorizes grants to historically black 
colleges. Other institutions with large concen
trations of minority students may be eligible 
for title Ill assistance based in part on their 
minority enrollment. Developing schools serv
ing large numbers of low-income students 
may establish title Ill eligibility under clearer 
requirements based on up-to-date student in
formation. Also, a relatively substantial per
centage of title Ill funds in set aside for eligi
ble junior and community colleges. In addition 
to basic grants of assistance, title Ill recipients 
may receive matching grants to establish or 
build their endowments-certainly an impor
tant step toward achieving financial self-suffi
ciency for any school. 

Title Ill is an integral and important part of 
S. 1965 for many reasons, not the least of 
which is furthering our national commitment to 
equal educational opportunity for all of our citi
zens, regardless of race, national origin, or 
family income. I therefore urge my colleagues 
to approve the conference report on S. 1965. 

Mr. VENTO. Mr. Speaker, I am pleased to 
support the Higher Education Act amend
ments conference committee report. 

This bill reconfirms our commitment to 
higher education by realistically compensating 
for increased costs by increasing the appro
priation in this time of budget constraint. 

The Higher Education Act amendments rep
resent a significant investment in America's 
future. Federal student assistance is among 
our most successful programs. It is important 
to keep higher education as a national priority 
and to ensure that every American has the 
opportunity to attend college. 

I am particularly happy to see a provision 
concerning deferments for guaranteed student 
loans contained in this bill. By including this 
one small provision we have prevented an in
justice from occurring in the future. That provi
sion is a deferment for single parents with dis
abled dependents. 
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A woman in my district is suffering due to 

just such an oversight in current law. She is 
unable to work because her 3-year-old child 
has cancer but was unable to obtain a defer
ment. Deferments were available to individuals 
with a disabled spouse but not for a single 
parent with a disabled dependent. Although 
she was undergoing extreme stress she has 
led a one women fight in demanding that this 
injustice be corrected. Congress listened. Due 
in part to my constituent's diligent efforts, 
people in her circumstance will be protected 
in the future. 

Unfortunately, this change is not retroactive 
but it does prevent this circumstance from oc
curring in the future. I have been told that due 
to budget constraints deferments contained in 
this bill are not retroactive. Although I would 
have preferred to see this change help my 
constituent, I feel the change was a reasona
ble solution to the problem and will effectively 
prevent this situation from reocurring. 

Importantly is the opportunity to consolidate 
an individuals guaranteed student loans in the 
conference report before us today, this is 
surely an avenue to help redress existing 
loans that provide no such deferment, if other 
conditions as to the amount and circumstance 
can be met. 

I'm pleased to rise in strong support and 
urge my collegues to support the Higher Edu
cation Conference Committee report before 
the House today. 

Mr. RAHALL. Mr. Speaker, I rise today in 
support of the conference report for S. 1965, 
the Higher Education Act amendments. This 
report represents a bipartisan rejection of the 
administration's proposals for deep cuts in 
higher education, and I commend the confer
ees on their diligence and efforts on behalf of 
our Nation's low- to middle-income students. 

As a strong proponent of legislation de
signed to enhance our Nation's educational 
capabilities, I am particularly interested in this 
authorization bill. I have reviewed information 
which outlines the need for student financial 
aid in my home State of West Virginia and 
cannot overstate the hope that the adoption 
of this measure will provide for many of my 
low- to middle-income constituents who, with
out this assistance, would have little to no 
hope of obtaining a college education. I would 
like to briefly outline the situation in West Vir
ginia in this regard. In this way, I hope to go 
beyond the basic understanding of need to 
show in broad terms the number of people 
helped by federal student financial aid in West 
Virginia, as well as the additional unfulfilled 
need that exists. 

In March 1985, a report was released by 
the West Virginia Association of Student Fi
nancial Aid Administrators on financial aid 
concerns. The board of regents had conduct
ed a survey of student assistance awarded to 
undergraduate students enrolled in West Vir
ginia public and private colleges during the 
1983-84 academic year. The critical impor
tance of federally supported or regulated stu
dent aid programs is demonstrated by the fact 
that 76.2 percent of all assistance awarded in 
that year came from Federal programs. The 
percentages of undergraduate students re
ceiving some form of financial assistance 
were 41.5 percent at public institutions, and 
59.0 percent at private colleges. While ap-

proximately $100.1 million in student assist
ance was awarded at all levels, schools esti
mated a funding shortfall of $61 million in 
comparing demonstrated needs to available 
student aid dollars. The data indicate that 
large numbers of students are not receiving 
needed aid dollars at current funding levels. 
The report concluded that a reduction in fund
ing may be expected to exacerbate the seri
ous college access problem already in exist
ence. 

In addition to the Guaranteed Student Loan 
[GSL] Program, which subsidizes borrowing 
for low- to middle-income students, and the 
Pell Grant Program, the primary source of 
Federal student aid fund for low-income stu
dents, the conference agreement reauthorizes 
a number of other programs which are de
signed to enhance educational opportunities 
for our Nation's low- and middle-income popu
lation. Students would be allowed to borrow 
substantially more in low-interest loans to pay 
their college tuition bills, and access to Pell 
grants and other forms of Federal aid would 
be increased to part-time students due to the 
increasing trend of part-time attendance by 
people who are going to college later in life. In 
addition, the measure includes a revised pro
gram of support for continuing education, new 
grants for campus child care programs and 
provisions allowing students to postpone re
payment of past college loans if they return to 
school part time. 

In all, the conference report would authorize 
the following amounts in millions of dollars for 
fiscal 1987 (the figure in parentheses repre
sents fiscal 1986 appropriations): Pell grants, 
$4,600, with no authorization ceiling ($3,578); 
guaranteed student loans, $3,200 with no au
thorization ceiling ($3,259); supplemental edu
cational opportunity grants, $490 ($395); na
tional direct student loans, $275 ($209); 
income-contingent loan demonstration 
projects, $5 ($0); college work-study, $656 
($567); TRIO, special services for the disad
vantaged, $205 ($169); State student incen
tive grants, $85 ($73); programs for migrant 
farmworkers, $9 ($7); Commission on college 
financing, $2 ($0); merit scholarships, $8 ($0); 
Child care grants, $10 ($0); Veterans' serv
ices, $5 ($3); Continuing education, $10 ($0); 
College libraries, $30 ($7); Developing institu
tions, $245 ($135); Teacher training, $60 
($20); International education, $55 ($27); Fa
cilities construction, $100 ($50); Cooperative 
education, $17 ($14); Graduate education, 
$90 ($19); Postsecondary improvement, $25 
($17); Urban universities, $17 ($0); Total, 
higher education programs, $10,199 ($8,549). 

The programs authorized by this conference 
report are of vital importance in providing for 
the need this Nation's students face. This 
measure begins to bring our funding policies 
for education programs back from the destruc
tive path into which the current administration 
has led us. This is an important step in this 
effort, and I commend the gentleman from 
Michigan [Mr. FORD], chairman of the Sub
committee on Postsecondary Education, the 
gentleman from California, [Mr. HAWKINS], 
chairman of the full Committee on Education 
and Labor and all those members of the com
mittee and conferees who are responsible for 
bringing this promising measure before us 

today. I urge my colleagues to support adop
tion of this conference report. 

Mr. DORGAN of North Dakota. Mr. Speaker, 
I rise in support of the conference report on 
the higher education reauthorization. A strong 
financial aid program is essential to our na
tional security. By opening the doors of edu
cational opportunity to all, we ensure that 
America will continue to have a large pool of 
well educated future leaders. 

While the bill was being drafted in the 
House, I supported a provision which excludes 
income from foreclosure, forfeiture, liquidation, 
or bankruptcy from the calculation of family 
assets. This provision will help students from 
farm families qualify for the financial aid they 
need to continue their education. 

Similarly, it is my hope that the imposition of 
a needs test will provide the means to a more 
equitable and fair distribution of Federal as
sistance while not proving discriminatory 
toward the family farmer who may be asset 
rich and cash poor. The asset protection 
measures in the bill should prevent the need 
to cannibalize the family's income producing 
assets in order to finance a student's educa
tion. However, I will be watching this new 
aspect of the Federal financial aid program to 
be sure that it does not adversely effect stu
dents who truly deserve financial assistance. 

I want to thank my colleagues for their hard 
work on this legislation; it clearly demon
strates that with careful consideration, Federal 
programs can be effective and cost efficient. 

Mr. FASCELL. Mr. Speaker, I rise in support 
of the Higher Education Act conference 
report, specifically the provision which reau
thorizes the U.S. Institute of Peace for two ad
ditional years. The conference measure pro
vides for funding levels identical to the Insti
tute's initial authorization, that is $6 million for 
fiscal year 1987 and $10 million for fiscal year 
1988. 

As my colleagues will recall, the U.S. Insti
tute of Peace was enacted in October 1984 
and only recently has become operational 
with the appointment of its Board of Directors. 
Since that time, the U.S. Institute of Peace's 
Board of Directors has met on numerous oc
casions in order to move forward on establish
ing a viable and operational U.S. Institute of 
Peace. 

I am pleased with the progress that the U.S. 
Institute of Peace has made and believe that 
now more than ever this Institute can serve as 
a vital role in the development and strength
ening in peace research and education. I 
would like to commend my colleagues, Gus 
HAWKINS, the chairman of the Education and 
Labor Committee, and BILL FORD, chairman of 
the Postsecondary Education Subcommittee 
for their support in conference for reauthoriz
ing the U.S. Institute of Peace. 

The SPEAKER pro tempore <Mr. 
MONTGOMERY). All time has expired. 

Mr. FORD of Michigan. Mr. Speak
er, I move the previous question on 
the conference report. 

The previous question was ordered. 
The SPEAKER pro tempore. The 

question is on the conference report. 
The question was taken; and the 

Speaker pro tempore announced that 
the ayes appeared to have it. 
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Mr. COLEMAN of Missouri. Mr. 

Speaker, I object to the vote on the 
ground that a quorum is not present 
and make the point of order that a 
quorum is not present. 

The SPEAKER pro tempore. Evi
dently a quorum is not present. 

The Sergeant at Arms will notify 
absent Members. 

The vote was taken by electronic 
device, and there were-yeas 385, nays 
25, not voting 22, as follows: 

Abercrombie 
Ackerman 
Akaka 
Anderson 
Andrews 
Annunzio 
Anthony 
Applegate 
Asp in 
Atkins 
AuCoin 
Badham 
Barnard 
Barnes 
Barton 
Bateman 
Bates 
Bedell 
Beilenson 
Bennett 
Bentley 
Bereuter 
Berman 
Bevill 
Biaggi 
Bilirakis 
Bliley 
Boehlert 
Boggs 
Boner<TN> 
Bonior <MI> 
Bonker 
Borski 
Bosco 
Boucher 
Boxer 
Brooks 
Brown <CA> 
Brown <CO> 
Bruce 
Bryant 
Bustamante 
Byron 
Callahan 
Carney 
Carper 
Carr 
Chandler 
Chapman 
Chappell 
Clay 
Clinger 
Coats 
Cobey 
Coble 
Coelho 
Coleman <MO> 
Coleman <TX> 
Collins 
Combest 
Conte 
Cooper 
Coughlin 
Courter 
Coyne 
Craig 
Crockett 
Daniel 
Darden 
Daschle 
Daub 
Davis 
de la Garza 
Dellums 
Derrick 
De Wine 
Dicks 

[Roll No. 4091 
YEAS-385 

DioGuardi Hubbard 
Dixon Huckaby 
Donnelly Hughes 
Dorgan <ND> Hunter 
Doman <CA> Hutto 
Dowdy Hyde 
Downey Ireland 
Duncan Jacobs 
Durbin Jeffords 
Dwyer Jenkins 
Dymally Johnson 
Dyson Jones <NC> 
Early Jones <OK> 
Eckart <OH> Jones <TN> 
Eckert <NY> Kanjorski 
Edwards <CA> Kaptur 
Edwards <OK> Kasich 
Emerson Kastenmeier 
English Kemp 
Erdreich Kennelly 
Evans <IA> Kildee 
Evans <IL> Kleczka 
Fascell Kolbe 
Fawell Kolter 
Fazio Kostmayer 
Feighan Kramer 
Fiedler LaFalce 
Fish Lagomarsino 
Flippo Lantos 
Florio Latta 
Foglietta Leach <IA> 
Foley Leath <TX> 
Ford <MI> Lehman <CA> 
Ford <TN> Lehman <FL> 
Franklin Leland 
Frenzel Lent 
Frost Levin <MI> 
Fuqua Levine <CA> 
Gallo Lewis <CA> 
Garcia Lewis <FL> 
Gaydos Lightfoot 
Gejdenson Lipinski 
Gekas Livingston 
Gephardt Lloyd 
Gibbons Loeffler 
Gilman Long 
Gingrich Lott 
Glickman Lowery <CA> 
Gonzalez Lowry <W A> 
Goodling Lujan 
Gordon Luken 
Gradison Lundine 
Gray <IL> MacKay 
Gray <PA> Madigan 
Green Markey 
Guarini Marlenee 
Gunderson Martin <IL> 
Hall <OH> Martinez 
Hall, Ralph Matsui 
Hamilton Mavroules 
Hammerschmidt Mazzoli 
Hansen McCain 
Hartnett McCloskey 
Hatcher McCollum 
Hawkins McDade 
Hayes McGrath 
Hefner McHugh 
Hendon McKernan 
Henry McKinney 
Hertel McMillan 
Hiler Meyers 
Hillis Mica 
Holt Mikulski 
Hopkins Miller < CA> 
Horton Miller <OH> 
Howard Miller <W A> 
Hoyer Mineta 

Mitchell 
Moakley 
Molinari 
Mollohan 
Monson 
Montgomery 
Moody 
Moorhead 
Morrison <CT> 
Morrison <WA> 
Mrazek 
Murphy 
Murtha 
Myers 
Natcher 
Neal 
Nelson 
Nichols 
Nielson 
Nowak 
Oakar 
Oberstar 
Obey 
Olin 
Ortiz 
Owens 
Oxley 
Packard 
Panetta 
Parris 
Pas hay an 
Pease 
Penny 
Pepper 
Perkins 
Petri 
Pickle 
Porter 
Price 
Pursell 
Quillen 
Rahall 
Rangel 
Ray 
Regula 
Reid 
Richardson 
Ridge 
Rinaldo 
Ritter 
Roberts 
Robinson 

Archer 
Armey 
Bartlett 
Boulter 
Burton <IN> 
Cheney 
Crane 
Dannemeyer 
DeLay 

Rodino 
Roe 
Roemer 
Rogers 
Rose 
Rostenkowski 
Roth 
Roukema 
Rowland <CT> 
Rowland <GA> 
Roybal 
Russo 
Sabo 
Savage 
Saxton 
Scheuer 
Schneider 
Schroeder 
Schuette 
Schulze 
Schumer 
Seiberling 
Sensenbrenner 
Sharp 
Shaw 
Shelby 
Shuster 
Sikorski 
Siljander 
Sisisky 
Skeen 
Skelton 
Slattery 
Slaughter 
Smith<FL> 
Smith <IA> 
Smith <NE> 
Smith <NJ> 
Smith, Robert 

<OR> 
Snowe 
Snyder 
Solarz 
Solomon 
Spence 
Spratt 
StGermain 
Staggers 
Stallings 
Stangeland 
Stark 
Stokes 

NAYS-25 
Dickinson 
Dreier 
Fields 
Gregg 
Lungren 
Mack 
McCandless 
Michel 
Rudd 

Strang 
Stratton 
Studds 
Sundquist 
Sweeney 
Swift 
Synar 
Tallon 
Tauke 
Tauzin 
Taylor 
Thomas<CA> 
Thomas<GA> 
Torres 
Torricelli 
Towns 
Traficant 
Traxler 
Udall 
Valentine 
VanderJagt 
Vento 
Visclosky 
Volkmer 
Vucanovich 
Waldon 
Walgren 
Walker 
Watkins 
Weaver 
Weber 
Weiss 
Wheat 
Whitehurst 
Whitley 
Whittaker 
Whitten 
Williams 
Wilson 
Wirth 
Wise 
Wolf 
Wolpe 
Wortley 
Wright 
Wyden 
Wylie 
Yates 
Yatron 
Young<AK> 
Young <MO) 

Schaefer 
Shumway 
Smith, Denny 

<OR) 
Smith, Robert 

<NH> 
Stenholm 
Stump 
Swindall 

NOT VOTING-22 
Alexander 
Boland 
Breaux 
Broomfield 
Burton <CA> 
Campbell 
Chap pie 
Conyers 

Ding ell 
Edgar 
Fowler 
Frank 
Grotberg 
Kindness 
Manton 
Martin <NY> 

0 1745 

McCurdy 
McEwen 
Moore 
Waxman 
Young<FL> 
Zschau 

Mr. SMITH of New Hampshire 
changed his vote from "yea" to "nay." 

Mr. OXLEY changed his vote from 
"nay" to "yea." 

So the conference report was agreed 
to. 

The result of the vote was an
nounced as above recorded. 

A motion to reconsider was laid on 
the table. 

A REPORT ON RESOLUTION 
PROVIDING FOR CONSIDER
ATION OF H.R. 3810, IMMIGRA
TION CONTROL AND LEGAL
IZATION AMENDMENTS ACT OF 
1985 
Mr. PEPPER, from the Committee 

on Rules, submitted a privileged 
report <Rept. No. 99-875) on the reso
lution <H. Res. 559> providing for the 
consideration of the bill <H.R. 3810) to 
amend the Immigration and National
ly Act to revise and reform the immi
gration laws, and for other purposes, 
which was referred to the House Cal
endar and ordered to be printed. 

0 1755 

GENERAL LEAVE 
Mr. FORD of Michigan. Mr. Speak

er, I ask unanimous consent that all 
Members may have 5 legislative days 
in which to revise and extend their re
marks on the conference report on S. 
1965, Higher Education Amendments 
of 1986. 

The SPEAKER pro tempore <Mr. 
GRAY of Illinois). Is there objection to 
the request of the gentleman from 
Michigan? 

There was no objection. 

AUTHORIZING THE SECRETARY 
OF THE SENATE TO MAKE 
CORRECTIONS IN ENROLL
MENT OF S. 1965, HIGHER EDU
CATION AMENDMENTS OF 1986 
Mr. FORD of Michigan. Mr. Speak-

er, I offer a concurrent resolution <H. 
Con. Res. 394) to correct technical 
errors in the enrollment of the bill S. 
1965, and I ask unanimous consent for 
its immediate consideration. 

The Clerk read the title of the con
current resolution. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentleman from Michigan? 

Mr. JEFFORDS. Mr. Speaker, re
serving the right to object, I do so only 
for the purpose of allowing the chair
man of the Subcommittee on Postsec
ondary Education to explain what the 
nature of the concurrent resolution is. 

Mr. FORD of Michigan. Mr. Speak
er, will the gentleman yield? 

Mr. JEFFORDS. I yield to the gen
tleman from Michigan. 

Mr. FORD of Michigan. Mr. Speak
er, the concurrent resolution makes 
technical corrections to the bill which 
include corrections in effective dates 
which were agreed to by the conferees 
but were not reflected in the final 
draft of the conference report and 
other material which was inadvertent
ly deleted in the final draft of the con
ference report. The changes in the ef
fective dates are extremely important 
to enable us to meet the spending tar
gets for the guaranteed student loans. 
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Mr. JEFFORDS. Mr. Speaker, I 

assure the body that I have reviewed 
these technical changes and agree 
with the chairman, with one little ad
dition, that there is also a $50 thresh
old in there which no one even under
stood was going to be included. It ap
peared; that has been removed and I 
appreciate that. 

Mr. Speaker, I withdraw my reserva
tion of objection. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentleman from Michigan? 

There was no objection. 
The Clerk read the concurrent reso

lution, as follows: 
H. CoN. RES. 394 

Resolved by the House of Representatives 
fthe Senate concurring) That, in the enroll
ment of the bill <S. 1965) to reauthorize and 
revise the Higher Education Act of 1965, 
and for other purposes, the Secretary of the 
Senate shall make the following corrections: 

(1) In section 332(e) of the Higher Educa
tion Act of 1965 <hereafter in this concur
rent resolution referred to as the "Act"), as 
contained in section 301 of the bill, insert 
after "An institution receiving a" the fol
lowing: "grant under this section shall pro
vide to the Secretary <or a designee thereof) 
such information <or access thereto) as may 
be necessary to audit or examine expendi
tures made from the endowment fund 
corpus or income in order to determine com
pliance with this section. 

"'(f) SELECTION CRITERIA.-In selecting eli
gible institutions for grants under this sec
tion for any fiscal year, the Secretary 
shall-

" '( 1) give priority to an applicant which is 
a recipient of a grant made under part A or 
part B of this title during the academic year 
in which the applicant is applying for a 
grant under this section; and 

" '(2) give priority to an applicant with a 
greater need for such a grant, based on the 
current market value of the applicant's ex
isting endowment in relation to the number 
of full-time equivalent students enrolled at 
such institution; 

"'(3) consider-
" '(A) the effort made by the applicant to 

build or maintain its existing endowment 
fund; and 

" '(B) the degree to which an applicant 
proposes to match the grant with nongov
ernmental funds. 

"'(g) APPLICATION.-Any institution Which 
is eligible for assistance under this section 
may submit to the Secretary a grant appli
cation at such time, in such form, and con
taining'". 

(2) In section 427(a)(4) of the Act <as con
tained section 402(a) of the bill) strike out 
"interval between the first and". 

(3) In section 427A(e)(3) of the Act <as 
contained in section 402(a) of the bill) strike 
out ", nor need any credit be made when the 
amount to be credited is less than $50". 

(4) In section 428(b)(l)(Q)(i) of the Act <as 
contained in section 402(a) of the bill) strike 
out "the interval between the first and 
second installment being dispersed" and 
insert in lieu thereof "the second install
ment being dispersed after". 

(5) In section 438(b)(2)(D)(i) of the Act (as 
contained in section 402(a) of the bill) insert 
"or purchased" after "loans made". 

(6) In section 402(b)(2) of the bill insert 
"<other than clause (ix) of each such sec-

tion)'' after "sections 427<a><2><C> and 
428<b><l><M> of the Act". 

<7> In section 406(b)(4) of the bill, insert 
before the period at the end thereof the fol
lowing: ", in the case of programs operated 
under part B of title IV of the Act, or for 
periods of enrollment beginning on or after 
July 1, 1987, in the case of programs operat
ed under subpart 2 of part A and parts C 
and E of such title". 

(8) In section 408<a><7> of the bill strike 
out "paragraph (4) and by striking out para
graphs <6) and <7)" and insert in lieu there
of "paragraph (3) and by striking out para
graphs (5), (6), and <7)". 

(9) In section 606 of the bill, strike out 
subsection (b) and insert in lieu thereof the 
following: 

" '(b) CONFORMING AMENDMENT.-Subsec
tion <b) of such section is amended to read 
as follows: 

"'(b) The Secretary shall prepare and pub
lish an annual report listing the books and 
research materials produced with assistance 
under this title.'.". 

<10) In section 152l(c)(2) of the bill, strike 
out "and" at the end of subparagraph (B), 
redesignate subparagraph (C) as subpara
graph <E>. and insert after subparagraph 
<B> the following: 

"<C> include the president of the Universi
ty of Hawaii, 

"<D> include the president of the Bishop 
Museum, and". 

(11) In section 901 of the Act <as con
tained in section 90l(a) of the bill), strike 
out "low-income". 

The concurrent resolution was 
agreed to. 

A motion to reconsider was laid on 
the table. 

COMMUNICATION FROM 
HONORABLE WILLIAM 
BONER, MEMBER OF 
GRESS 

THE 
HILL 
CON-

The SPEAKER pro tempore laid 
before the House the following com
munication from the Honorable WIL
LIAM HILL BONER: 

HOUSE OF REPRESENTATIVES, 
Washington, DC, September 24, 1986. 

Hon. THOMAS P. O'NEILL, Jr., 
Speaker of the House of Representatives, H-

209, The Capitol, Washington, DC. 
DEAR MR. SPEAKER: I have previously in

formed you that several present and former 
members of my staff had been served with 
subpoenas issued by the United States Dis
trict Court for the Middle District of Ten
nessee. After consultation with the General 
Counsel to the Clerk of the House, I deter
mined that compliance with those subpoe
nas was consistent with the privileges and 
precedents of the House and informed you 
of that decision. 

Rt:cently, two additional individuals who 
have been members of my staff have been 
served with similar subpoenas. I have again 
consulted with the General Counsel to the 
Clerk and, pursuant to his advice, I have de
termined that compliance with these sub
poenas is consistent with the applicable 
privileges and precedents of the House. 

Sincerely, 
BILL BONER. 

Member of Congress. 

PERMISSION FOR COMMITTEE 
ON RULES TO FILE REPORT 
ON CONTINUING RESOLUTION 
Mr. HALL of Ohio. Mr. Speaker, I 

ask unanimous consent that the Com
mittee on Rules may have until mid
night tonight to file a report providing 
for the consideration of the continu
ing resolution. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentleman from Ohio? 

There was no objection. 

NATIONAL AERONAUTICS 
SPACE ADMINISTRATION 
THORIZATION ACT, 1987 

AND 
AU-

Mr. HALL of Ohio. Mr. Speaker, by 
direction of the Committee on Rules, I 
call up House Resolution 553 and ask 
for its immediate consideration. 

The Clerk read the resolution, as fol
lows: 

H. RES. 553 
Resolved, That at any time after the adop

tion of this resolution the Speaker may, 
pursuant to clause l(b) of rule XXIII, de
clare the House resolved into the Commit
tee of the Whole House on the State of the 
Union for the consideration of the bill <H.R. 
5495) to authorize appropriations to the Na
tional Aeronautics and Space Administra
tion, and for other purposes, and the first 
reading of the bill shall be dispensed with. 
All points of order against the bill for fail
ure to comply with the provisions of clause 
5(a) of rule XXI are hereby waived. After 
general debate, which shall be confined to 
the bill and shall continue not to exceed one 
hour, to be equally divided and controlled 
by the chairman and ranking minority 
member of the Committee on Science and 
Technology, the bill shall be considered for 
amendment under the five-minute rule by 
titles instead of by sections, and each title 
shall be considered as having been read. At 
the conclusion of the consideration of the 
bill for amendment, the Committee shall 
rise and report the bill to the House with 
such amendments as may have been adopt
ed, and the previous question shall be con
sidered as ordered on the bill and amend
ments thereto to final passage without in
tervening motion except one motion to re
commit. 

The SPEAKER pro tempore. The 
gentleman from Ohio [Mr. HALL] is 
recognized for 1 hour. 

Mr. HALL of Ohio. Mr. Speaker, I 
yield the customary 30 minutes to the 
gentleman from Mississippi [Mr. 
LoTT], for purposes of debate only, 
pending which I yield myself such 
time as I may consume. 

Mr. Speaker, House Resolution 553 
is an open rule providing for the con
sideration of H.R. 5495, the NASA Au
thorization for fiscal year 1987. 

The rule provides for 1 hour of gen
eral debate to be equally divided and 
controlled by the chairman and rank
ing minority member of the Commit
tee on Science and Technology. 

Under the rule, the bill shall be con
sidered for amendment under the 5-
minute rule by titles instead of by sec-
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tions, and each title shall be consid
ered as having been read. The rule 
also provides for one motion to recom
mit. 

It should be noted that the rule 
waives clause 5(a) of rule XXI, which 
prohibits appropriations in a legisla
tive bill. This technical waiver is 
needed because certain provisions of 
H.R. 5495 could be interpreted as in
volving appropriations in a legislative 
bill. This waiver, which is considered 
noncontroversial, has bipartisan sup
port. 

Mr. Speaker, H.R. 5495 authorizes 
funding for a number of programs and 
activities under the jurisdiction of the 
National Aeronautics and Space Ad
ministration. The bill contains funding 
for space flight, construction of facili
ties, control and data communications, 
and research and development. The 
measures provided by this legislation 
will help to restore and stimulate our 
space program in the wake of the 
Challenger space shuttle tragedy. 

Mr. Speaker, I am not aware of any 
opposition to this open rule, and I 
urge my colleauges to adopt it. 

Mr. Speaker, I yield such time as he 
may consume to the gentleman from 
Texas [Mr. BROOKS]. 

Mr. BROOKS. Mr. Speaker, I rise in support 
of the rule and this bill and commend the 
Committee on Science and Technology for its 
diligent work toward assuring a well-managed 
national space program. I am particularly 
pleased that the committee has included pro
visions in the legislation to prevent the obliga
tion or expenditure of any funds for the pur
pose of reassigning any technical work re
sponsibilities on a permanently manned space 
station. 

In June of this year, NASA proposed 
changes in the space station program that ap
peared to adversely affect the Johnson Space 
Center, located in my district, by attempting to 
shift a number of work packages previously 
assigned to JSC to the Marshall Space Flight 
Center in Alabama. I was very concerned 
about this move, not only as it would have a 
negative impact on a facility located in my dis
trict which has a proven record of excellent 
performance, but also because the proposals 
made no sense in terms of either improved 
performance or effective cost savings. 

At a time when the Nation's space pro
grams have come under attack and when the 
administration is favoring a more militaristic 
orientation in funding for America's space ef
forts, I feel that we must keep a much more 
careful eye on any decisions that may take 
away from the maximum effectiveness of our 
civilian space program. 

It is my understanding that at the commit
tee's insistence, NASA has nearly completed 
its evaluations of the changes proposed earli
er this summer. NASA officials have briefed 
me on the latest revisions of their plans, and I 
am confident that with the help of the commit
tee's strong admonition, NASA will complete 
its justifications well before the Agency needs 
to obligate any of these funds. 

Mr. LOTT. Mr. Speaker, I yield 
myself such time as I may consume. 

Mr. Speaker, House Resolution 553 
provides for the consideration of H.R. 
5495 which authorizes appropriations 
to the National Aeronautics and Space 
Administration for fiscal year 1987. 

The rule provides for the consider
ation of the bill in the Committee of 
the Whole, with 1 hour of general 
debate to be equally divided and con
trolled by the chairman and ranking 
minority member of the -Science and 
Technology Committee. 

Following general debate, the bill 
will be read by title instead of by sec
tions for amendments under the 5-
minute rule. So, this is a completely 
open rule. Finally, the rule provides 
for one motion to recommit. 

Mr. Speaker, the rule does include a 
waiver against the bill for failure to 
comply with clause 5<a> of rule XXI 
which prohibits appropriations in a 
legislative bill. 

Mr. Speaker, H.R. 5495 authorizes 
approximately $7.7 billion for NASA 
in fiscal year 1987 for a variety of pur
poses including research and develop
ment, space flight, control and data 
communications, construction of facili
ties, and research and program man
agement. 

The total authorization is identical 
to the amount requested by the Presi
dent's 1987 budget, although the com
mittee has allocated the funds some
what differently than requested. I 
think the committee is to be congratu
lated for doing an outstanding job in 
keeping this authorization bill within 
the budget constraints of the adminis
tration request while at the same time 
assuring that NASA's programs, goals 
and objectives remain intact. 

Mr. Speaker, title III of this authori
zation bill will permit NASA to move 
forward on a new orbiter to replace 
the space shuttle Challenger, and to 
safely return the space shuttle fleet to 
flight status. 

Again, this is a simple, open rule 
which was adopted by voice vote in the 
Rules Committee. Although some of 
the priorities have changed, it is a 
good bill, and I would urge my col
leagues to adopt the rule and support 
the bill. 

Mr. Speaker, I have no requests for 
time, and I yield back the balance of 
my time. 

Mr. HALL of Ohio. Mr. Speaker, I 
have no further requests for time, and 
I move the previous question on the 
resolution. 

The previous question was ordered. 
The resolution was agreed to. 
A motion to reconsider was laid on 

the table. 

D 1805 
The SPEAKER pro tempore <Mr. 

GRAY of Illinois). Pursuant to House 
Resolution 553 and rule XXIII, the 
Chair declares the House in the Com
mittee of the Whole House on the 

State of the Union for the consider
ation of the bill, H.R. 5495. 

The Chair designates the gentleman 
from Texas [Mr. GONZALEZ] as Chair
man of the Committee of the Whole 
and requests the gentleman from Mis
souri [Mr. SKELTON] to assume the 
chair temporarily. 

D 1806 
IN THE COMMITTEE OF THE WHOLE 

Accordingly the House resolved 
itself into the Committee of the 
Whole House on the State of the 
Union for the consideration of the bill, 
H.R. 5495, with Mr. SKELTON (Chair
man pro tempore) in the chair. 

The Clerk read the title of the bill. 
The CHAIRMAN pro tempore. Pur

suant to the rule, the first reading of 
the bill is dispensed with. 

Under the rule, the gentleman from 
Florida [Mr. FuQUA] will be recognized 
for 30 minutes and the gentleman 
from New Mexico [Mr. LuJAN] will be 
recognized for 30 minutes. 

The Chair recognizes the gentleman 
from Florida [Mr. FuQUA]. 

Mr. FUQUA. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, I rise in support of 
H.R. 5495 which would authorize fiscal 
year 1987 funds for the National Aero
nautics and Space Administration. I 
want to congratulate Mr. NELSON, 
chairman of the Subcommittee on 
Space Science and Applications and 
Mr. BROWN, Chairman of the Subcom
mittee on Transportation, Aviation, 
and Materials for their hard work and 
leadership in bringing this legislation 
to the floor. I also want to recognize 
the efforts of Mr. LUJAN, Mr. WALKER, 
and Mr. LEwis on the other side of the 
aisle. 

The bill we will consider today 
comes at a very crucial time in Ameri
ca's space program. The loss of the 
space shuttle Challenger on January 
28 will have a profound and long last
ing effect on the programs that are 
the source of so much pride to this 
Nation. A recent national public opin
ion survey shows quite conclusively 
that 85 percent of all Americans be
lieve we should build a replacement or
biter and 89 percent want us to resume 
space flight operations. H.R. 5495 is 
responsive to this demand from the 
American people and I urge my col
leagues to join me in support of this 
legislation. 

The authorization level contained in 
H.R. 5495 meets the administration's 
request of $7 .694B that was submitted 
to us shortly following the accident. 
We have in this bill, authorized NASA 
to begin construction of a new orbiter 
and carry out the engineering changes 
to the existing fleet that are required 
to return the shuttle to flight status. 
We recognize, however, that additional 
funding above the amount authorized 
in this bill will be required to carry out 
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this intent. We have also authorized 
such funds as may be needed to 
launch some of the backlogged Gov
ernment payloads on commercially 
provided expendable launch vehicles. 

Mr. Chairman, in bringing this bill 
to the floor we recognize that NASA 
has not yet been able to fully assess all 
the costs of the Challenger accident 
and all the costs of recovering from 
the accident. Therefore, we have au
thorized such sums as necessary for re
covery from the accident. NASA's on
going programs, such as space science, 
were virtually all impacted by the acci
dent but we do not yet know exactly 
where the costs will fall. Therefore we 
have marked up the President's re
quest to indicate our priorities for 
these programs. Let me give you de
tails: 

In the research and development 
area, we have authorized NASA to 
begin development work on the space 
station that has been under study for 
2 years now. The space station will be 
our next logical step in space and will 
enable us to carry out commercial and 
scientific operations in a routine 
manner in the coming decades. 

We have also provided funding for 
the Advanced Communications Satel
lite [ACTSl Program that will keep us 
in a world leadership position in the 
communications field. The amount of 
funding we have authorized will keep 
us roughly on track and allow a 
launch in 1990. 

We have maintained a balanced pro
gram in science and applications that 
will sustain the science community 
until we can fully resume spaceflight 
operations on the shuttle and expend
able launch vehicles. The amount we 
have authorized represents a slight in
crease over the fiscal year 1987 budget 
which will allow this program to keep 
pace with inflation. 

In the aeronautics area we have au
thorized the full amount requested by 
the administration and we have in
cluded funding for a new start for the 
aerospace plane. Mr. BROWN, chair
man of the Transportation, Aviation, 
and Materials Subcommittee will ad
dress this in more detail. 

I am including in the record a com
parison of the fiscal year 1986 operat
ing plan, the fiscal year 1987 request 
and the committee actions taken. 

I urge my colleagues to support H.R. 
5495. 

Mr. LUJAN. Mr. Chairman, I yield 
myself such time as I may consume. 

Mr. Chairman, I rise in support of 
the bill, H.R. 5495, authorizing appro
priations for the National Aeronautics 
and Space Administration for fiscal 
year 1987. We are all aware of the 
need to make sacrifices. This has been 
a difficult year for Congress as the 
growing deficit continues to hamper 
the budget process. Gramm-Rudman 
has had the positive effect of making 
us very uncomfortable with large defi-

cits; yet I believe most of us recognize 
that deep cuts in spending for R&D 
will do much to harm future genera
tions. 

The bill reported out of the Commit
tee on Science and Technology reflects 
these dual concerns. We recognize the 
funding authorized in this bill is inad
equate to meet the desires and expec
tations of the public for a rapid return 
to space. In a recent poll conducted by 
Market Opinion Research, 60 percent 
of the people polled supported spend
ing "whatever is necessary" to main
tain U.S. leadership in space. Many be
lieve we have already lost our position 
as world leader in space technology, 
and that this budget falls far short of 
what is needed to regain that position. 

However, within the constraints that 
Congress has placed on itself with re
spect to the budget, I believe this bill 
is a responsible effort to meet the 
most pressing needs. 

It stays within the President's re
quested level for the total program, 
and it preserves the President's re
quest for the space station. Small cuts 
or program delays are made in a 
number of areas to support the con
tinuation of the Advanced Communi
cations Technology Satellite Program. 
The arguments in support of this pro
gram are as valid today as they were 
when the program was initiated. This 
program will prove the feasibility of a 
number of advanced communication 
satellite technologies with a wide 
range of applicability. This is a small 
investment to ensure that the United 
States will maintain its lead in this 
rapidly expanding technology. 

This bill also authorizes funding for 
a new budget line item in NASA's 
aerospace program. The $45 million 
for transatmospheric R&T is for the 
start of a new technology development 
program that could eventually result 
in a replacement for the shuttle and 
the next generation high speed mili
tary aircraft as well as the "Orient Ex
press" that we have all heard so much 
about-the airplane that will reduce 
the flight time to Tokyo to 2 hours. 
This is an exciting program that will 
revolutionize the aviation industry, 
and also potentially reduce significant
ly the cost of putting payloads into 
orbit. We all want to see access to 
space become routine. This will move 
us in that direction. 

In addition to authorizing the fund
ing to support NASA's programs, this 
bill also addresses several important 
policy issues. This has been an espe
cially difficult year for NASA. The 
tragic loss of the Challenger left a 
huge void in our space program. And 
as I stated at the beginning of my re
marks, the public is anxious to move 
out in front again with our space pro
gram. 

The public strongly supports 
manned space flight, and I believe we 
must do what is necessary to get us 

back into that arena. This bill directs 
NASA to begin procurement of a re
placement orbiter, and it sets priorities 
for use of the shuttle which permits 
foreign and commercial users, albeit it 
at a low priority. 

H.R. 5495 also authorizes the pro
curement of expendable launch serv
ices to augment the shuttle capability. 
I believe these are important first 
steps to take to restore the U.S. posi
tion of leadership in space. This bill 
isn't all that many of us would like to 
see; however, it is one which I think 
deserves our support, and I urge my 
colleagues to join me voting for this 
legislation. 

Mr. Chairman, before I conclude my 
remarks, I want to take this opportu
nity to express my sincere apprecia
tion for the outstanding and enlight
ened leadership of our chairman, DoN 
FuQUA, and say how much we will all 
miss his presence on the Science and 
Technology Committee next year. I 
am sure our loss will be the aerospace 
industries' gain, and I wish him the 
very best in his new career. 

Mr. FUQUA. Mr. Chairman, I yield 2 
minutes to the distinguished chairman 
of the Subcommittee on Transporta
tion, Aviation and Materials, the gen
tleman from California [Mr. BROWN]. 

Mr. BROWN of California. Mr. 
Chairman, I rise in support of H.R. 
5495, the fiscal year 1987 NASA au
thorization. The Subcommittee on 
Transportation, Aviation and Materi
als conducted numerous field inspec
tions and held extensive hearings here 
in Washington on the aeronautical 
part of the fiscal year 1987 NASA au
thorization. Testimony was taken 
from a variety of witnesses, both 
inside and outside of NASA. 

Members of the subcommittee 
worked long and hard in carefully re
viewing the NASA aeronautical pro
gram and the 1987 budget request. We 
found that although the dollar 
amount for aeronautical R&D is 
small-$376 million recommended by 
the committee this year-the payoff is 
very large. This is true because NASA 
emphasizes the high-risk, long-term 
research and technology that industry 
is financially unable or unwilling to 
undertake. Such efforts provide the 
foundation for future aircraft and en
gines which return many times their 
initial cost to our economy. In a very 
real sense, NASA's aeronautical R&D 
is an investment in our country's 
future. 

For example, in 1985, the United 
States suffered an all-time record for
eign trade deficit of $137 billion. And 
yet, as bad as this was, it would have 
been $12.6 billion worse, had it not 
been for the favorable contribution of 
aerospace products, the bulk of which 
were civil aircraft. 

U.S. suppliers have built nearly 90 
percent of the free world's civil air 
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fleet by dollar value. Our airlines are 
our best ambassadors, offering superi
or quality, safety, comfort and reliabil
ity, at economical costs. They speak 
well of America, to operator and user 
alike. 

Of course, these results did not just 
happen. They came because we have 
consistently had the best products. 
And one of the big reasons for that 
has been the long-standing partner
ship between Government and indus
try in developing new aeronautical 
technology. 

Because of this, the Committee on 
Science and Technology has repeated
ly urged the administration and the 
Congress to increase the resources de
voted to aeronautical R&D. We have 
pointed to the many long-term bene
fits of such investment, which are re
flected in billions of dollars in sales of 
U.S. aircraft both here an abroad, and 
in millions of jobs for Americans. 

Yet, in spite of its proven cost bene
fits, the NASA aeronautics program 
has not kept pace with inflation nor 
with the relentless pressure from our 
competitors, both military and com
mercial. For example, the administra
tion's request for fiscal year 1987, if in
flation is considered, is 3 percent less 
than the purchasing power of the 1981 
budget. There aren't many Govern
ment programs that can make that 
claim. 

Furthermore, anyone familiar with 
the dramatic increases in both the cost 
and complexity of new technology in 
the last few years knows that a level 
budget won't produce the same results 
as it once did. It simply costs more 
today to achieve each increment of im
provement in fuel efficiency or safety 
or performance. 

Of course, none of this would cause 
alarm if the Europeans, Japanese, and 
the South Americans had not begun to 
pose a serious competitive threat. But 
they have. 

Because of this, I believe the com
mittee's recommendation is at the low 
end of what is actually needed. In my 
view, international conditions call for 
expanding NASA's aeronautical pro
gram, not curtailing it. 

The administration, for its part, is 
moving slowly in this direction. The 
fiscal year 1987 budget reflects a 
modest growth over last year-still far 
short of what is needed, even to com
pensate for past shortfalls, but about 
the best we can hope for in a difficult 
budget climate. 

For this reason, the committee rec
ommended approval of the aggregate 
amount requested by NASA. In addi
tion to the aeronautics program, the 
subcommittee also considered a new 
budget line item for transatmospheric 
R&T. This is NASA's contribution to 
the joint NASA/DOD National Aero
spaceplane Program, an effort to ad
vance and prove the technology for 
high-speed, hypersonic flight. If sue-

cessful, this program could lead the 
way to several very attractive applica
tions, including a single-stage-to-oribt 
space transportation system and a hy
personic commercial air transport
sometimes called the Orient Express. 

The committee feels it is necessary 
t·o begin this program now so that the 
technology will be ready in the mid-
1990's, when we will need it to support 
the successful commercial develop
ment of space. 

Furthermore, we felt it was vital for 
NASA to be involved fully in this pro
gram to assure the technology is devel
oped with these important civil appli
cations in mind. For these reasons, we 
are recommending approval of the full 
administration request-$45 million. 

Mr. Chairman, I urge adoption of 
the bill. 

Mr. LUJAN. Mr. Chairman, I yield 5 
minutes to the gentleman from Penn
sylvania [Mr. WALKER]. 

Mr. WALKER. Mr. Chairman, I 
thank the gentleman for yielding time 
tome. 

Mr. Chairman, I rise today in strong 
support of the bill H.R. 5495, the 
annual fiscal year 1987 authorization 
for the National Aeronautics and 
Space Administration. 

As all Members of the House already 
know, 1986 has been an extraordinary 
year for NASA. At the beginning of 
this year we were planning a total of 
15 shuttle launches to take place 
during 1986. Among the planned 
launches were a number of truly re
markable missions. During the course 
of the year we had expected to launch 
the Galileo mission to probe the 
planet Jupiter, and the ffiysses mis
sion that would have flown about the 
poles of the Sun and explored entirely 
unknown regions of the center of our 
solar system. We had also planned on 
the long awaited launching of the 
Hubble space telescope, a mission that 
will expand our frontiers in space 
thousands of times beyond where they 
can be explored today. 

Unfortunately, Mr. Chairman, as all 
of the world now knows, on the morn
ing of January 28, 1986, NASA, and 
the American people, suffered a tragic 
loss as the space shuttle Challenger ex
ploded and crashed into the Atlantic 
Ocean after only 73 seconds of flight. 

The National Aeronautics and Space 
Administration and the Committee on 
Science and Technology have been 
hampered in our attempts to plan re
covery efforts because it was necessary 
to await the results of the Rogers 
Commission, and then allow the Presi
dent time to review the Rogers Com
mission report and make his decision 
on the recovery plan that would win 
the support of the administration. Be
cause of that, we freely admit that the 
budget numbers in this legislation are 
based on the President's budget which 
was submitted before the Challenger 
accident. We have worked hard to let 

the numbers reflect both what we 
have learned already, and to also re
flect the priorities that the Congress 
feels are important in our ongoing 
space program. 

We feel that the true importance of 
this legislation is the crucial new space 
policy that is contained in the bill. 

The first, and foremost point I 
would make on this legislation is that 
we are within the budget allocations, 
and at the level requested in the Presi
dent's budget. We have included in the 
bill an authorization for such sums as 
may be necessary for a replacement 
orbiter. As many Members already 
know, there has been substantial 
debate within the administration over 
the need for a replacement for the 
Challenger. The Committee on Science 
and Technology strongly supports a 
new orbiter. The space program of the 
United States, including a substantial 
portion of the space program of the 
Department of Defense, and the new 
manned space station which is already 
under development, urgently needs a 
four orbiter fleet to support their 
launch requirements. Our Committee 
on Science and Technology stands 
ready to work cooperatively with the 
Committee on Appropriations to find 
the funding necessary to move this 
new orbiter forward. 

In the meantime, Mr. Chairman, I 
would stress to all Members that the 
Committee on Science and Technology 
has not yet received either the budget 
amendment for the replacement orbit
er, or any budget justifications. This 
will be a major undertaking, with a 
total cost of some $2.96 billion. Our 
committee feels a strong responsibility 
to the Congress, and to the taxpayers 
of this Nation, to fully explore the ad
ministration request. We need to ex
amine the NASA plan, to hear wit
nesses from the administration, from 
industry, and from the public, before 
we can fully understand the proposal. 

Mr. Chairman, we have included a 
number of very important policy sec
tions in this legislation which merit 
the full support of the House. The 
first, and most important, is the rees
tablishment of the old National Aero
nautics and Space Council. As many 
Members will remember, this Council 
was a strong and effective means of 
recommending civil space policy to the 
President. Unfortunately, the old 
Council was ended under a reorganiza
tion plan adopted during the Nixon 
administration. For more than 2 years 
we have seen the SIG space group 
flounder about on the issues of space 
shuttle pricing and accident recovery. 
It is sad, but true, that many members 
of the SIG space group have proven to 
be far more interested in furthering 
their own petty and highly parochial 
interests, and in expanding their em
pires, than they have in protecting the 
national interest. I do not want to 
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dwell on this, but, the SIG space proc
ess has proven itself to be unable to 
function within the national interest. 
The time has come to return control 
of our civil space program to those 
who have a legitimate statutory inter
est in space policy. 

Mr. Chairman, I would point out 
that there is a provision in the legisla
tion which would allow the President 
to appoint advisory members to this 
Council from those Federal offices 
having statutory scientific, operation
al, or regulatory responsibilities for 
space activities. This language was the 
result of a compromise between myself 
and the gentleman from Florida, Mr. 
NELSON, who chairs the Subcommittee 
on Space Science and Applications, 
and our specific intent is that the di
rectors of offices such as the Office of 
Commercial Space Transportation in 
the Department of Transportation 
should have a voice in this Council. 

Mr. Chairman, titles III and IV of 
the bill constitute a complimentary 
program that is designed to lay a 
strong foundation for the return of 
the United States to our proper posi
tion of international leadership in 
space activities. 

We have authorized the construction 
of a replacement orbiter for the Chal
lenger, and have directed the Adminis
trator to seek private sector financing 
for that construction if it is in the best 
interests of the United States. This 
bold, and imaginative step opens an 
exciting era in which we may start to 
see the private sector becoming direct
ly involved in the creation of the space 
infrastructure needed .as a part of the 
multibillion-dollar space based econo
my of the 21st century. 

We have also moved forward with a 
plan to erase the backlog of civil gov
ernmental payloads while creating the 
atmosphere necessary to allow domes
tic ELV manufacturers to compete in 
the commercial marketplace with the 
European Space Agency Ariane 
launcher. In a major break with the 
past, we have directed the Administra
tor of NASA to purchase domestic 
ELV launch services, not launch vehi
cles, to ensure the United States will 
have assured access to space on Ameri
can ELV's as a compliment to the 
space transportation system. Let me 
assure Members that this is not in
tended as a subsidy to the domestic 
U.S. ELV industry. It is our intent to 
let the industry know that the Con
gress is committed to a mixed fleet of 
launch vehicles, and that the Govern
ment intends to encourage domestic 
ELV's to compete for commercial 
launches in the international market. 

We have also taken steps to create 
stability in the aerospace industry by 
directing that those businesses which 
had valid contracts with NASA at the 
time of the Challenger accident for 
shuttle launches should have the op
portunity to receive those launches, 

but that they will have to take the 
lowest priority on the after accident 
launch manifest. In the new launch 
priority list the highest priority will go 
to payloads critical to the national se
curity of the United States. The 
second priority will go to significant 
NASA payloads that have limited 
launch windows such as the Galileo 
mission to Jupiter which can only be 
launched once every 13 months. The 
third priority will go to all other gov
ernmental payloads. The lowest priori
ty will go to all other payloads includ
ing those of commercial and foreign 
customers. 

In order to allow our domestic ELV 
industry to openly and freely compete 
in the international commercial mar
ketplace, we have set the price for 
space shuttle launches for commercial 
and foreign customers at a price no 
less than the cost of a comparable 
American ELV launch. 

Mr. Chairman, these policies create 
an assurance that our space launch 
assets will be used in the best interest 
of the United States, and in a manner 
to encourage the domestic ELV indus
try. We will also provide the flexibility 
that will allow access to the space 
shuttle at a price that is not subsi
dized, and at the lowest priority. 
These policies are carefully crafted to 
ensure American access to space 
aboard a vibrant mixed fleet for many 
years to come. 

Mr. Chairman, this bill is an excel
lent piece of legislation which has 
broad bipartisan support. It meets the 
President's budget, and is within the 
budget guidelines. It contains critical 
space policy that is urgently needed. 

Mr. Chairman, I am proud of this 
legislation. I fully support it. And I 
urge all the Members to join in voting 
in favor of this bill and giving NASA 
an overwhelming mandate to return 
the United States to our proper posi
tion of space leadership. 

Finally, Mr. Chairman, let me men
tion that today marks a major mile
stone in our manned space program. 
This bill is the last major piece of 
NASA legislation that will be brought 
to the House by the gentleman from 
Florida [Mr. FuQUA] who chairs the 
Committee on Science and Technolo
gy, and is generally recognized as the 
godfather of the manned space pro
gram. DoN FuQUA has announced his 
retirement from the House after 
nearly a quarter of a century of serv
ice to the people of the second district. 
He was first elected to the 88th Con
gress on November 6, 1962, and has 
been reelected to each Congress since. 

In his tenure as the chairman of the 
Committee on Science and Technology 
DoN FuQUA has been an effective 
leader who has left a permanent mark 
on the science programs of this 
Nation. He has earned, and richly de
serves, the respect of every Member of 
the House for his efforts over the 

years to preserve and protect Ameri
can leadership in the fields of science 
and technology. I want to wish DoN, 
and his lovely wife, Nancy, all of the 
very best in their retirement. It has 
been a pleasure, and a privilege, to 
have served with the gentleman from 
Florida. 

D 1820 
Mr. FUQUA. Mr. Chairman, I yield 

such time as he may consume to the 
gentleman from Florida [Mr. NELSON], 
the chairman of the Subcommittee on 
Space Science and Applications. 

Mr. NELSON of Florida. I thank the 
gentleman for yielding time to me. 

Mr. Chairman, I want to add my per
sonal comments of appreciation to my 
chairman, the gentleman from Florida 
[Mr. FuQUA], for his leadership in all 
of these decades that he has offered 
leadership to science and technology 
for this country. We all unanimously 
join together in a chorus of apprecia
tion of my distinguished colleague 
from the State of Florida. 

I would also like to express my ap
preciation to our ranking minority 
member, the gentleman from Pennsyl
vania [Mr. WALKER] . We have worked 
hard on this bill, because it has been a 
tough year for all of us, and we have 
come out with a good consensus. This 
will be a stabilizing year for us as we 
put America's space program back to
gether and face the challenges of the 
future as we build from this. I think 
that we have a good bill here which we 
can all support. 

Mr. Chairman, I rise in support of H.R. 5495, 
the NASA authorization for fiscal year 1987. I 
think it is fair to say this authorization is the 
most important for NASA in years. It deals not 
only with NASA's regular program, but also 
contains important policy provisions which will 
help get this Nation's space program back on 
its feet again. 

The bill is written in four titles. Title I deals 
with NASA's regular program, that is, activities 
planned before the accident. Title II authorizes 
$586,000, the same as last year, for the 
Office of Commercial Space Transportation in 
DOT. Title Ill deals with NASA's restoration of 
the shuttle program following the Challenger 
accident. Title IV deals with establishing an 
expendable launch vehicle industry. 

Let me now describe the major features of 
the bill: 

First, title I endorses the President's request 
for regular NASA space programs at 
$7,694,400,000. Various line item changes 
which were adopted are described in the table 
attached to my statement. In particular, the bill 
continues the ACTS Program; the bill protects 
funding for science and applications pro
grams; and the bill fully supports the space 
station and makes clear that it be permanently 
manned. 

The bill recognizes that there may be some 
savings in NASA's regular activities as a result 
of the shuttle not flying, but that these savings 
will be largely offset by extra costs and by the 
loss of revenues from shuttle customers. 
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NASA's accounting and reprogramming is not 
complete but clearly NASA will incur large net 
costs as a result of the accident, even aside 
from the cost of a replacement orbiter. 

Because NASA has not yet submitted a re
vised budget plan reflecting reprogramming as 
a result of the accident, the dollar figures in 
this bill reflect the original request as modified 
by the committee's priorities. For example, as 
mentioned earlier we reinstated the ACTS 
Program, and did this without significantly cut
ting funding for other science and applications 
programs. 

Second, title Ill of the bill deals with recov
ery from the Challenger accident by four ac
tions: Authorizing prompt return of the three
orbiter fleet to safe flight status along with the 
necessary supplemental funding; directing the 
construction of a replacement orbiter and au
thorizing either supplemental funding or pri
vate funding; directing NASA to use ELV's as 
necessary and authorizing the necessary sup
plemental funding; and setting launch priorities 
for the shuttle; in particular allowing the for
eign and commercial payloads to fly on the 
shuttle-but at a lower priority. 

Third, title IV of the bill provides for govern
ment utilization of ELV's which will foster the 
development of an EL V industry by the follow
ing actions: 

NASA purchase through competitive pro
curement of ELV services-not vehicles-for 
the purpose of launching Government pay
loads. 

Access by industry to Government launch 
facilities on an additive cost basis. This provi
sion would apply to Government facilities not 
otherwise available commercially, consistent 
with Circular A-76 concerning performance of 
commercial activities. 

Assuring availability of the shuttle, to com
mercial users on a backup basis by requiring 
that shuttle prices be no less than a compara
ble launch on a U.S. expendable launch vehi
cle. Special pricing arrangements for custom
ers involved in research use of the shuttle 
would be continued, such as through NASA's 
Joint Endeavor Agreement Program. 

Finally, the bill takes an important step 
toward improvement of the policymaking proc
ess for national space issues by reestablishing 
the Nationa! Aeronautics and Space Council 
which was originally set forth as part of the 
Space Act; and abolished in the early 1970's. 
The Council will be composed of members 
from NASA, State Department and the De
fense Department and the chairman of the 
Users Advisory Group, consisting of non-Fed
eral representatives of industries and other 
persons involved in aeronautical and space 
activities. the Council will also be composed 
of advisory members from Federal offices 
having statutory scientific, operational or regu
latory responsibilities for space activities. The 
Council will provide important policy advise 
and coordination among Federal agencies in
volved in space matters. A permanent staff 
will enable the Council to carry out its respon
sibilities efficiently and effectively. 

Mr. Chairman, the Committee on Science 
and Technology has brought a good bill to the 
floor. I urge all Members to support it. 

Mr. LUJAN. Mr. Chairman, I yield 3 
minutes to the gentleman from Cali
fornia [Mr. LAGOMARSINO]. 

Mr. LAGOMARSINO. Mr. Chair
man, I rise in support of H.R. 5495, 
the NASA authorization bill for fiscal 
year 1987. I'd like to commend the 
gentleman from Florida [Mr. FuQUA], 
the chairman of the committee, for his 
work and say that I will miss his 
steady hand and staunch support, but 
that I am grateful for the opportunity 
to have served with him in this House 
and for the incalculable contribution 
he has made to our space program. I'd 
also like to commend the gentleman 
from New Mexico [Mr. LUJAN], the 
ranking member of the committee, for 
his contribution, and to note the hard 
work of the subcommittee chairman, 
the gentleman from Florida [Mr. 
NELSON], and the gentleman from 
Pennsylvania [Mr. WALKER], the rank
ing minority member, along with the 
other members of the Committee on 
Science and Technology and the entire 
staff, for bringing this bill to the floor 
under difficult circumstances. 

Indeed, this bill is something of a 
landmark, for it marks the return of 
the space shuttle fleet to flight status 
following the Challenger disaster of 
last January. The bill sets a target for 
resumption of shuttle launches in the 
first quarter of 1988, and calls on 
NASA to promptly construct a fourth 
shuttle orbiter to replace Challenger 
and bring the fleet to full status. The 
Administrator of NASA is directed to 
explore the availability of private 
funding for the replacement orbiter, 
and the 1958 NASA act is amended to 
allow NASA to accept gifts and dona
tions of services, money, and real, per
sonal, tangible and intangible property 
for construction of the orbiter. In this 
respect, H.R. 5495 incorporates the 
substance of legislation, H.R. 4202, 
which I introduced along with my col
league, the gentleman from Texas, 
JACK FIELDS, last February at the re
quest of my constituent, Mike Webber, 
as well as provisions of legislation pro
posed by the subcommittee chairman, 
Mr. NELSON, and I would like to ex
pressly thank the chairman for includ
ing this provision in the bill. 

The authorization also provides for 
expendable launch vehicles, and calls 
for a plan for assured access to space, 
as well as a manned space station and 
programs in space science and technol
ogy. 

I want to assure my colleagues also, 
in spite of some press reports, that 
Vandenberg Air Force Base in my dis
trict will be ready, very willing and 
certainly able to fulfill its role as the 
western and polar orbit facility for the 
shuttle when a vehicle is available. 

This bill is essential in order to get 
our space program back on track 

Mr. FUQUA. Mr. Chairman, I yield 3 
minutes to the gentleman from Cali
fornia [Mr. LEVINE]. 

Mr. LEVINE of California. Mr. 
Chairman, I rise in strong support of 

H.R. 5495, NASA authorization for 
fiscal year 1987. 

Mr. Chairman, this country has been 
committed to leadership in the explo
ration of outer space for over two dec
ades. The spectacular achievements of 
the Mercury, Gemini, and Apollo pro
grams, as well as the unmanned mis
sions of Explorer and Voyager, have 
expanded our knowledge of the uni
verse and were-and remain-a source 
of national pride. 

These missions revolutionized our 
understanding of the solar system, as 
have experiments conducted in the 
last few years on the space shuttle. 
Future efforts with the shuttle, space 
station, and additional unmanned 
probes promise ever more impressive 
advances. Spinoffs from the space pro
gram have created new technologies 
benefiting our scientists, doctors, and 
consumers. 

Unfortunately, in the last few years, 
our commitment to space exploration 
has waned. Perhaps it was because 
what had once seemed so extraordi
nary became commonplace. We put 
men on the Moon during Apollo, and 
then terminated that program when 
that goal no longer seemed sufficient
ly worth pursuing. 

The potential of the space shuttle
the world's first reusable reentry vehi
cle-seemed limitless only 5 years ago, 
and excited the imaginations of all 
Americans. It proved yet again that 
this Nation was the worldwide leader 
in conquering the heavens. And yet, 
shuttle launchings soon became so 
routine-although, as we know, con
stantly fraught with risk-that the 
public seemed to lose interest. This sit
uation was coupled with the lack of di
rection regarding our space program 
both at NASA and within successive 
administrations. 

The Challenger disaster and reports 
of wasteful spending and negligence 
on the part of NASA have shaken 
public and congressional confidence in 
NASA's ability to manage our civilian 
space program. We should all be 
deeply concerned about these horror 
stories and about the findings of the 
Rogers Commission report. Clearly, 
every effort must be made to right the 
wrongs which threaten the future of 
our space program. We cannot allow 
the kind of mismanagement which 
caused the needless deaths of the 
seven shuttle astronauts, and the 
waste of millions of tax dollars, to con
tinue. 

These events also illuminated just 
how far this country has slipped in the 
space race. Challenger exposed for all 
to see that reliance on only one means 
of access to space-the shuttle-left us 
with no options when that system 
failed. The Europeans, with Ariane, 
are presently better equipped to 
launch payloads into space than are 
we. Japan, and even China, could soon 
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have that capability. The authorita
tive Jane's Spaceflight Directory re
ports that the Soviet Union now holds 
an almost frightening lead on the 
United States in space experience. 
Even if it is an exaggeration to say, as 
Jane's does, that our space program 
has fallen 10 years behind the Soviets 
in the practical utilization of space, 
there is no doubt that we are in trou
ble. 

Such a situation cannot be tolerated. 
We must redouble our efforts to 
expand and improve our space pro
gram. We are in critical need of posi
tive action to end the post-Challenger 
indecision of both NASA and the 
Reagan administration, which blocks 
definition of a coherent policy that 
will reassert U.S. leadership in space. 

I believe, Mr. Chairman, that H.R. 
5495 is an essential first step. I com
mend the chairman of the Space Sub
committee, Mr. NELSON from Florida, 
and the chairman of the full commit
tee, Mr. FuQUA, for their leadership on 
this and other space policy issues. 

H.R. 5495 takes significant strides 
toward getting the shuttle program 
back on track. It authorizes such 
funds as may be necessary to construct 
a fourth shuttle orbiter to replace 
Challe:!ger. It is regrettable that the 
administration took so many months 
to request another orbiter. Given the 
tremendous backlog of both civilian 
and military space missions, it should 
have been obvious that one was 
needed. Nonetheless, we welcome the 
administration decision even though I, 
along with many of my colleagues, 
question their wisdom of having NASA 
finance the orbiter through cutbacks 
in other NASA programs. I am pleased 
to see that this bill prohibits such ac
tions from being taken. 

The bill also authorizes funds to 
return the shuttle system to full flight 
status and to achieve the next shuttle 
flight by the first quarter of 1988. It 
expresses the sense of Congress both 
that the United States must promptly 
restore its space transportation capa
bilities without deemphasizing other 
space programs, and that the Govern
ment should utilize commercial rock
ets as well as the shuttle for placing 
Government payloads into orbit. The 
bill also includes provisions designed 
to help develop a commercial industry 
for unmanned expendable rockets for 
satellite launches. 

Finally, the bill provides money for 
continued development of one of most 
important projects which NASA has 
ever undertaken-the manned space 
station. The success of the space sta
tion is crucial if we are ever to have a 
permanent presence in space, and if 
we are ever to undertake the kinds of 
experiments necessary to expand sig
nificantly our study of the planets and 
the universe. 

All of these provisions mark major 
steps forward for our space program. 

While I recognize that the malaise 
which affects our space program 
cannot be eliminated overnight, there 
is no doubt that vigorous action-as 
embodied by this bill-backed by firm 
committments from the pivotal play
ers who formulate our space policy, 
can restore U.S. leadership in space. 

I urge my colleagues to support this 
bill. 

Mr. Chairman, I also rise in strong support 
of the Torricelli amendment to H.R. 5495, 
which would require that NASA move toward 
a second source of booster rockets for the 
space shuttle. 

I would like to commend the gentleman 
from New Jersey [Mr. TORRICELLI], as well as 
my colleagues from California [Mr. FAZIO and 
Mr. LOWERY] for their leadership on this issue. 
In the interest of promoting fiscal responsibil
ity, and of ensuring a sound technological 
base as well as ensuring future launch capa
bility for the shuttle, they have led efforts to 
encourage NASA to inject competition into its 
procurement of the solid rocket motors. 

I have long been an advocate of competi
tion, especially within the military. Last year, I 
authored an amendment to the DOD authori
zation bill requiring procurement of all major 
weapons systems on a competitive basis. It 
passed the House overwhelmingly. 

During this year's authorization debate, I of
fered a successful amendment requiring that a 
competitive prototype strategy be followed in 
the acquisition of all major weapons systems 
and subsystems. 

There is little doubt of the value of competi
tion in the Government procurement process, 
whether in the military or civilian spheres. In
creased competition encourages contractors 
to hold down prices and improve the quality of 
their products. Dual sourcing protects the Fed
eral Government from a single source con
tractor that overcharges the Government for 
its work on produces a shoddy product. With 
the participation of more than one contractor 
on major contracts, the Government maintains 
access to backup research, testing, and pro
duction teams. 

The GAO report on NASA's procurement of 
the solid rocket boosters stresses the impor
tance of second sourcing, without which the 
contractor may not have the incentive to iden
tify and correct problems in areas such as 
quality control and safety. The report goes on 
to state that it is competition which gives the 
Government its leverage to ensure greater ef
ficiency and effectiveness. 

We have already witnessed the importance 
of competition in the shuttle program. Regard
ing the solid rocket motors, it seems clear that 
significant interest in competition demonstrat
ed by four major contractors last year caused 
the incumbent, Morton-Thiokol, to reduce sig
nificantly its future charges to NASA for the 
rocket motors. NASA is on record supporting 
second sourcing and stating that the mere 
threat of competition has already saved the 
Agency $100 million. 

Unfortunately, NASA, while supporting 
second sourcing, has also dragged its feet on 
implementing such a policy. This amendment 
would require that NASA develop a plan for 
competition of the solid rocket boosters, and 
solicit competitive bids for the boosters. 

The anticipated long-term savings of mil
lions of tax dollars and of greater quality con
trol-maintained by a permanent competitive 
second source-will enhance the economic vi
ability and schedule assurances of the shuttle 
program. I urge my colleagues to support this 
important amendment. 

0 1830 
Mr. LUJAN. Mr. Chairman, I yield 5 

minutes to the gentleman from Flori
da [Mr. LEWIS]. 

Mr. LEWIS of Florida. Mr. Chair
man, I rise in support of H.R. 5495, 
the fiscal year 1987 NASA authoriza
tion bill. The Subcommittee on Trans
portation, Aviation, and Materials 
unanimously supported the adminis
tration's request for their aeronautics 
program this year. 

I know none of us are happy with 
the huge deficits that continue to 
plague us. However, we must resist the 
temptation to balance the budget at 
the expense of research and develop
ment. I am sure every one of us would 
be willing to borrow money to take ad
vantage of an investment opportunity 
with a guaranteed return greater than 
the cost of borrowing. Those kinds of 
investment opportunities are rarely 
available to us as individuals, and yet I 
believe that funding NASA's aeronau
tics R&T program is as close to a risk
free investment as any of us are likely 
to see. 

The U.S. aerospace industry contin
ues to provide a positive trade balance. 
This is directly related to the invest
ments we have made in the past in 
aeronautics research. There is tremen
dous synergism in NASA's aeronautics 
program; much of it is generic re
search that benefits all aspects of avia
tion, and the resulting cost of requir
ing each company to conduct its own 
basic research program would surely 
mean the end of our fragile competi
tive advantage in aviation products. 

I would also like to call attention to 
a new line item in NASA's budget this 
year-transatmospherics R&T. This is 
the aerospace plane program which 
bridges the gap that now exists be
tween aeronautics and space. The 
aerospace plane is the most exciting 
program we've seen in decades-a hy
personic research aircraft that will 
demonstrate the technologies needed 
for hypersonic transports, military air
craft, and also a single-stage-to-orbit 
space transportation system. 

This is a joint program with DOD, 
and it is critically important to sup
port a strong NASA role in this pro
gram to ensure that it remains a re
search program to support both civil 
and military applications in both aero
nautics and space. 

And, now I would like to turn our at
tention to the space program. The 
NASA authorization bill directs NASA 
to begin procurement of a replacement 
orbiter; moreover, it provides for the 
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acceptance of gifts and donations to be 
used for that replacement. Many chil
dren have already eagerly begun 
making their contributions to replace 
the Challenger. 

As we all know, when the space shut
tle Challenger accident occurred on 
January 28, 1986, millions of children 
who were expectantly waiting for the 
first school lesson from space, wit
nessed the tragedy on television. 
These same schoolchildren will be the 
space explorers of tomorrow. There
fore, I am especially pleased that this 
bill also provides for allowing these 
school children the opportunity to 
participate in selecting the name for a 
new orbiter. 

Mr. Chairman, those of us on the 
Committee on Science and Technology 
recognize the need for fiscal restraint, 
but we also recognize the importance 
of a healthy research program for the 
future strength of our economy. 
Therefore, I strongly urge the adop
tion of this bill. 

Before I return the balance of my 
time, Mr. Chairman, I would like to 
join my colleagues on the Science and 
Technology Committee in expressing 
my appreciation for the opportunity 
to serve on this committee under the 
leadership of our chairman, Mr. DoN 
FuQUA. Chairman FuQUA has served 
this committee with distinction and 
has earned the respect and admiration 
of Members from both sides of the 
aisle. His contributions to science and 
technology will be long remembered, 
and he will be greatly missed in the 
years to come. I am sure he will con
tinue to serve the aerospace communi
ty well in his new capacity as presi
dent of Aerospace Industries Associa
tion, and I wish him every success in 
this new venture. 

Mr. FUQUA. Mr. Chairman, I yield 4 
minutes to the · distinguished gentle
man from New York [Mr. ScHEUER]. 

Mr. SCHEUER. Mr. Chairman, I too 
wish to raise my voice in admiration 
and affection of our chairman, the 
gentleman from Florida, DoN FuQUA. 
He has been an inspiration to all of us 
who have worked with him. It has 
been a privilege to have been associat
ed with him in the glorious business of 
space. None of us will ever forget the 
experience, and we give him our heart
felt best wishes for success, health and 
happiness in his new career ahead, 
and along with him his marvelous 
wife, Nancy. 

Mr. Chairman, I rise in support of 
H.R. 5495, the NASA authorization 
bill for fiscal year 1987. 

Over the past 8 months, in the wake 
of the Challenger accident, we have 
asked probing questions about the di
rection of our space program, and the 
competence of its administration and 
leadership. 

Although this review is necessary 
and appropriate, we must not lose 
sight of our successes. 

The Space Shuttle Program did 
bridge the gap between the pioneering 
efforts of Mercury, Gemini, and 
Apollo and the homesteading efforts 
of the space station. 

The shuttle was so successful in de
livering crew and cargo to and from 
orbit that we were essentially blinded 
to the dangers associated with space 
flight. 

We were delivering sateUites to 
orbit. We were repairing satellites in 
orbit. We were retrieving satellites 
from orbit. We were manufacturing in 
space. We were carrying on experi
ments in space. We were manuevering, 
untethered, in space. We were learning 
to utilize the unique environment of 
space. For 24 flights the shuttle was so 
successful that we began to take its 
success for granted. Then came flight 
25, and the tragic events of January 
28. 

The Challenger accident and the re
sulting investigations have shaken our 
Nation's confidence in our space 
agency, our space program and, I 
might add, in ourselves. 

This confidence can be restored. 
This confidence must be restored. 
Design problems must be solved so 
that we can safely and reliably exploit 
the shuttle's capabilities in delivering 
astronauts to space. Management sys
tems must be implemented so that 
danger signs are detected and acted 
upon, in time. 

Policies must be changed such that 
this Nation is not dependent on a 
single space transportation system. 
NASA must develop the technical 
muscle to ensure that in the future it 
will recognize and resolve recurrent 
problems promptly and thoroughly. 

And we in the Congress must resolve 
to maintain a close and continuous 
oversight of NASA, both to ensure 
that flight safety is never compro
mised and to ensure that the agency is 
provided with clear, and achievable 
goals. 

Once these changes are accom
plished, NASA and space exploration 
will deserve our full support. And our 
support should be as consistent, as 
bold, and as proud as our belief in the 
Nation's pioneering spirit and inspira
tional destiny in space. 

0 1840 
Mr. LUJAN. Mr. Chairman, I have 

no further requests for time, and I 
yield back the balance of my time. 

Mr. FUQUA. Mr. Chairman, I yield 
30 seconds to the gentleman from 
Ohio [Mr. SEIBERLING], a former 
member of the Committee on Science 
and Technology. 

Mr. SEIBERLING. Mr. Chairman, I 
wanted to take this time to say that I 
had the privilege of serving for one 
Congress, my freshman term, on the 
Committee on Science with the distin
guished gentleman from Florida [Mr. 
FuQUA], and I think that the Congress 

and the country owe him a tremen
dous debt of gratitude for his many 
years of dedicated work on the Science 
Committee, and in particular for his 
work in supporting the pioneering ef
forts of NASA. 

I wanted to add my voice to those 
who were similarly phrasing his activi
ties. 

Mr. FUQUA. Mr. Chairman, I yield 
30 seconds to the gentleman from 
California [Mr. LEwis]. 

Mr. LEWIS of California. Mr. Chair
man, I just walked onto the floor from 
a meeting, and I noticed the debate 
was concluding, and I did not want 
that to pass without the opportunity, 
Mr. Chairman, of expressing to you as 
we have heard these words so many 
times now, of farewell, my personal 
appreciation for your commitment not 
just to the House of Representatives 
but indeed to that pioneering spirit 
that we are so supportive of in our 
space effort. 

Your contribution to the House, to 
that effort, will not be forgotten. We 
appreciate and will miss you as we 
work in the years ahead. 

Mr. ANDREWS. Mr. Chairman, I want to 
take a moment to congratulate the leadership 
of the Science and Technology Committee for 
bringing forward this important and well-craft
ed authorization for NASA. Chairman NELSON 
and the Space Science Subcommittee held 
exhaustive hearings that probed the serious 
crisis in our Nation's space policy and helped 
us all to face foursquare the obstacles in the 
path of further exploration and development of 
space. 

Mr. Chairman, this year's authorization for 
NASA is extremely important. In 1987 we will 
move out at full speed on the space station. 
Thus I think it would be timely to note for my 
colleagues the immense capability the station 
will give our country, particularly in promoting 
participation by the privat~sector. 

In addition to using the space station, the 
private sector may have a role as the builders 
and operators of the station. To encourage 
this type of commercial role in station devel
opment, NASA has issued "Guidelines for 
U.S. Commercial Enterpt ises for Space Sta
tion Development and Operations". 

These guidelines have sparked consider
able interest in the private sector and will as a 
policy foundation upon which to build a signifi
cant commercial presence in space. As the 
Federal budget squeezes ever tighter on our 
space investment, it is the commercial sector 
that will be needed to expand our Nation's 
role in space. Therefore, space commercial
ization needs our most fervent promotion and 
support. 

Areas for commercial participation as build
ers or operators on the station may include: 
habitation, medical and health, data manage
ment, communications, laboratories, payload 
processing, and logistics. As we move into 
full-scale development of the space station, 
these opportunities will grow significantly. 

Beyond participation in the station itself, 
NASA is promoting commercialization of other 
space activities. Last year's memorandum of 
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understanding between NASA and Space In
dustries, Inc. is an example of cooperation in 
space hardware development. As Sll contin
ues work on its industrial space facility, they 
have exchanged information with the space 
station office which may lead to an ISF com
patible with station and that may assist in the 
development and operational stages of the 
space station. 

Overall, these initiatives bode wen for the 
future of the space station. We must use the 
engines of free enterprise to drive our devel
opment of space and assure our Nation's role 
in outer space for decades to come. 

Mr. GORDON. Mr. Chairman, I support H.R. 
5495, the NASA authorization bill for fiscal 
year 1987. This bill includes funds for the 
shuttle program. The Space Station Program 
and the Space Shuttle Program are interde
pendent. The Space Shuttle Program is the 
space station's primary transportation system 
for construction and resupply. Included in this 
authorization bill are the funds to support the 
early years of space station construction, a 
major initiative for the United States to main
tain world leadership in the international com
munity of space users. Also included are 
funds to support precursor space laboratory 
flights which will develop, for this international 
community of space station users, the equip
ments and scientific experiment data base 
which is necessary for efficient utilization of 
the space station. 

We must also remember that as an element 
in America's space transportation capability, 
the space shuttle still represents the major 
portion of our Nation's capacity for placing 
spacecraft on orbit. It is the shuttle that gives 
America its unique capability to perform on 
orbit repairs, servicing, refueling, retrieve!, so 
ably demonstrated during the first 24 flights of 
the Shuttle Program. 

The recovery and repair of the solar maxi
mum satellite by our NASA astronauts "Ox" 
Van Hoften, "Pinky" Nelson, Bob Crippen, 
and the late Dick Scobee, saved the United 
States a satellite that cost over $50 million 
alone and demonstrated the ingenuity of 
teams of astronauts as they employed various 
means to recover a tumbling satellite. 

Those who watched the extraordinary re
covery of two crippled communications satel
lites which cost approximately $30 million 
each can appreciate the tremendous ad
vances the United States has taken in 
manned space operations. Again, our NASA 
astronauts Joe Allen and Dale Gardner 
proved conclusively that salvaging abandoned 
satellites, with subsequent return to Earth in 
the shuttle, is an operational reality in Amer
ica. 

Perhaps even more remarkable was the ex
traordinary on-orbit recovery, repair, and rede
ployment of the Hughes Syncom satellite. It is 
estimated that by rescuing this mission, NASA 
saved Hughes over $50 million in satellite 
costs and in excess of $80 million in business 
revenues over the first 5 years of spacecraft 
operations. 

It is important that we support the continued 
development of these shuttle unique capabili
ties as they are the future in space operations 
being pursued throughout the world. Addition
ally, they are the area of unique manned
space operational capabilities in which Amer-

ica still retains a substantial lead among the 
world's space programs. 

Finally, I urge continued support for the 
Space Shuttle Program as it is a vital element 
of the Nation's space launch capability that 
provides launches of national security interest 
and for which the shuttle's unique capabilities 
are only now being explored. 

Mr. BROWN of California. Mr. Chairman, as 
I stated earlier, I support H.R. 5495, a bill to 
authorize appropriations for the National Aero
nautics and Space Administration for fiscal 
year 1987. The bill earmarks $7.7 billion for 
the Nation's space agency-identical to the 
President's request level. My colleagues on 
the Science and Technology Committee, with 
the help of the committee's expert staff, have 
arrived at a bill that should be agreeable to 
most Members of this body. Given the difficul
ty and uncertainty surrounding NASA as a 
result of the Challenger accident of January 
28, I believe that chairman of the Space Sci
ence and Applications Subcommittee. Mr. BILL 
NELSON, has done an exceptional job. 

The Space Subcommittee wisely restored 
funding for the Advanced Communications 
Technology Satellite [ACTS] Program at $95 
million. I would have preferred, however, that 
the subcommittee restore the funding to $117 
million as requested in the project funding pro
file. At $95 million, the program will experi
ence a 6-month delay and cost overruns in 
excess of $40 million overall. If ACTS is de
layed further, the United States will fall behind 
its Japanese and European competitors, who 
have their own vigorous advanced communi
cations satellite technology programs. 

Discussion of title I is limited because the 
budget figures in this bill have little to do with 
the budget realities at NASA. Essentially, the 
bill provides little more than an operating shell 
for NASA. Without a budget amendment from 
NASA, the committee was unable to form a 
more accurate budget proposal. 

Mr. Chairman, I am concerned that perhaps 
we on the Science and Technology Commit
tee have relinquished some of our authoriza
tion and oversight responsibilities to the Ap
propriations Committee. Jurisdiction wrangling 
between the authorizing and appropriating 
committees is a tradition in Congress. But the 
situation has become particularly acute in the 
case of the proposed space station. The Ap
propriations Committee has been allowed to 
manipulate the Space Station Program within 
NASA without any objections. NASA is forced 
to do handstands and somersaults to keep 
the Appropriations Committee happy. I seri
ously question whether this is responsible or 
appropriate oversight. 

I would like to mention that H.R. 5495 does 
provide full funding for the continuation of the 
Mars Observer Program, scheduled for launch 
in 1990. Not only does this mission promise to 
yield a wealth of scientific understanding of 
Mars, but it will also coincide with the Soviet 
mission to the Martian moon Phobos. It would 
be disappointing if NASA were to recommend 
delaying this critical program. In finalizing its 
payload manifest for the space shuttle for the 
next 5 years, I hope NASA has the foresight 
to give the Mars Observer mission high priori
ty. Also, any new space science programs 
and initiatives which NASA feels are important 

should be brought before Congress without 
jeopardizing other ongoing projects. 

Moving on to titles Ill and IV of the NASA 
authorization bill, these new additions will pro
vide hope and incentives needed for the 
United States to once again be the preemi
nent spacefaring nation. These measures may 
well be the medicine that will revitalize the 
Space Agency. Under title Ill such funds as 
necessary are authorized to do the necessary 
fixes on the shuttle, replacing the shuttle Chal
lenger, and building a mixed fleet of expend
able launch vehicles [ELV's] to assure U.S. 
access to space. The measure also estab
lishes space shuttle payload priorities, putting 
commercial payloads at the bottom of the list. 
The bill may also open the door for private fi
nancing of additional shuttle orbiters. 

Title IV is considered an experiment in fos
tering a private ELV industry in the United 
States. Under this title, NASA would be re
quired to purchase a number of launch serv
ices each year. Some changes would also be 
made in the shuttle pricing policy to ensure 
that the space shuttle is only used as a 
backup launch vehicle for commercial pay
loads. I believe this is a comprehensive ap
proach to determining if a private EL V industry 
can thrive in the United States. 

While I am enthusiastic about titles Ill and 
IV of the NASA bill, I am concerned that the 
authorization is not backed up with specific 
numbers. I get the sense that the bill we are 
considering today goes a long way toward 
solving problems in the American Space 
Agency, but stops short of providing the defin
itive cure for NASA's ailments. Unless we are 
willing to authorize specific dollar amounts, we 
will be making only partial payments on our 
commitment, and we may end up with a 
Subaru without an engine. 

Curiously, the Senate Appropriations Com
mittee was able to mark up a HUD-Independ
ent Agencies bill which earmarks $8.3 billion 
for NASA in fiscal year 1987-$575 million 
above the NASA budget before us today. The 
Senate Committee on Commerce, Science, 
and Transportation managed to report a 
NASA authorization bill that is also above the 
House NASA authorization levels by more 
than $100 million. I am disappointed that the 
Science and Technology Committee has not 
taken similar initiative to increase the NASA 
budget above the President's request. I think 
the committee underestimates Congress, will
ingness to take the appropriate steps to get 
the Space Agency flying again. 

Simply providing minimum funding to NASA 
is not enough. In order for NASA to once 
again be the premier Space Agency in the 
world, it must be adequately funded. NASA 
must experience real growth over the next 5 
to 1 0 years, followed by a steady level funding 
into the 21st century. I am not speaking only 
for myself. There is a growing concensus 
among space policy analyst that increased 
commitment to the U.S. civilian Space Pro
gram is crucial. Among the groups advocating 
enhanced NASA budgets are the American In
stitute of Aeronautics and Astronautics, the 
NASA Advisory Council, and the National 
Commission on Space. But clearly the most 
important group which supports increased 
funding for NASA is the American public. A 
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recent survey has indicated that 57 percent of 
the American population support an expanded 
civilian Space Program. 

Rebuilding the U.S. Space Program to last 
for 1 00 years. However, is a difficult chal
lenge, and will not happen in 1 year's budget. 
I will continue to work with my colleagues until 
we have arrived at a civilian Space Program 
worthy of the American pioneering spirit. 

Again, I offer my support for H.R. 5495. 
Mr. FUQUA. Mr. Chairman, I yield 

back the balance of my time, and I 
move that the Committee do now rise. 

The motion was agreed to. 
Accordingly the Committee rose and 

the Speaker pro tempore [Mr. ORA Y of 
Illinois] having resumed the Chair, 
Mr. SKELTON, Chairman pro tempore 
of the Committee of the Whole House 
on the State of the Union, reported 
that that Committee, having had 
under consideration the bill <H.R. 
5495 > to authorize appropriations to 
the National Aeronautics and Space 
Administration, and for other pur
poses, had come to no resolution 
thereon. 

DESIGNATING THE NEZ PERCE 
TRAIL AS A PART OF THE NA
TIONAL TRAILS SYSTEM 
Mr. VENTO. Mr. Speaker, I ask 

unanimous consent that the Commit
tee on Interior and Insular Affairs be 
discharged from further consideration 
of the Senate bill <S. 1542) to amend 
the National Trails System Act by des
ignating the Nez Perce <Nee-Me-Poo> 
Trail as a component of the National 
Trails System, and ask for its immedi
ate consideration. 

The Clerk read the title of the 
Senate bill. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentleman from Minnesota? 

Mr. LAGOMARSINO. Mr. Speaker, 
reserving the right to object, I do so 
only for the purpose of asking the gen
tleman from Minnesota [Mr. VENTO], 
the chairman of the subcommittee, to 
explain the measure. 

Mr. VENTO. If the gentleman will 
yield, Mr. Speaker, the Legislation 
before us, S. 1542, would designate the 
Nez Perce <Ne-Me-Poo> Trail as aNa
tional Historic Trail. 

The 1,170-mile trail, traversing 
through Oregon, Idaho, Wyoming and 
Montana was the route used by the 
"non-treaty" Nez Perce Indians during 
the summer and fall of 1877 in their 
attempt to flee the United States 
Army and seek peace in Canada. The 
Nez Perce, also known by their tradi
tional Indian name Ne-Me-Poo, mean
ing "The People", were cited in news 
accounts of the day and subsequent 
historical analyses for their persever
ance and strategy in the face of over
whelming odds. 

A study of the proposed national his
toric trail was conducted pursuant to 
section 5(c) of the National Trails 
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System Act. The study undertaken 
jointly by the U.S. Forest Service and 
the National Park Service found that 
it was feasible and desirable to desig
nate the Nez Perce Trail as a compo
nent of the National Trails System. 
Subsequently, the National Park 
System Advisory Board made the de
termination required by the National 
Trails System Act that the proposed 
Nez Perce Historic Trail is of national 
significance. 

Mr. Speaker, it is my understanding 
that the administration supports this 
legislation. From all the information 
gathered on this matter it would 
appear that the designation of a Nez 
Perce <Ne-Me-Poo> National Historic 
Trail would be a fitting recognition of 
this moment in American history. 

I support adoption of this measure. 
Mr. LAGOMARSINO. Mr. Speaker, 

further reserving the right to object, I 
rise in support of S. 1542, to designate 
the Nez Perce Trail as a national his
toric trail. 

As the subcommittee chairman has 
explained, the 1,170-mile Nez Perce 
Trail, which passes through the State 
of Oregon, Idaho, Wyoming, and Mon
tana, was the route followed by the 
Nez Perce Indians during their flight 
from the U.S. Army to Canada. The 
traditional name of the Nez Perce, Ne
Me-Poo, will also be recognized in the 
trail's designation. 

The Nez Perce Trail was jointly 
studied by the U.S. Forest Service and 
the National Park Service and was 
found to meet the requirements under 
the National Trails System Act for na
tional historic trail designation. 

Under the bill's provisions, no pri
vate lands outside of federally admin
istered areas may be acquired for the 
trail. The bill also authorizes appropri
ate marking of the trail. 

The other body recently approved S. 
1542. Therefore, I urge my colleagues 
to pass this measure and send it to the 
White House for presidential signa
ture. 

Mr. LAGOMARSINO. Mr. Speaker, 
I withdraw my reservation of objec
tion. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentleman from Minnesota? 

There was no objection. 
The Clerk read the Senate bill, as 

follows: 
s. 1542 

Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, That the 
National Trails System Act (82 Stat. 919), as 
amended, is further amended as follows: 
Section 5<a> is amended to insert the follow
ing new paragraph: 

"(14) The Nez Perce National Historic 
Trail, a route of approximately eleven hun
dred and seventy miles extending from the 
vicinity of Wallowa Lake, Oregon, to Bear 
Paw Mountain, Montana, as generally de
picted in 'Nez Perce <Nee-Me-Poo) Trail 
Study Report' prepared by the Department 

of Agriculture and dated March 1982. The 
report shall be on file and available for 
public inspection in the Office of the Chief 
of the Forest Service, Washington, District 
of Columbia. The trail shall be administered 
by the Secretary of Agriculture. No lands or 
interests therein outside the exterior bound
aries of any federally administered area 
may be acquired by the Federal Govern
ment for the Nez Perce National Historic 
Trail. The Secretary of Agriculture may des
ignate lands outside of federally adminis
tered areas as segments of the trail upon ap
plication from the States or local govern
mental agencies involved if such segments 
meet the criteria established in this act and 
are administered by such agencies without 
expense to the United States. So that signif
icant route segments and sites recognized as 
associated with the Nez Perce Trail may be 
distinguished by suitable markers, the Sec
retary of agriculture is authorized to accept 
the donation of suitable markers for place
ment at appropriate locations. Any such 
markers associated with the Nez Perce Trail 
which are to be located on lands adminis
tered by any other department or agency of 
the United States may be placed on such 
lands only with the concurrence of the head 
of such department or agency.". 

AUTHORIZATION OF APPROPRIATIONS 

SEc. 2. There are authorized to be appro
priated $550,000 to carry out the purposes 
of this Act. 

The Senate bill was ordered to be 
read a third time, was read the third 
time, and passed, and a motion to re
consider was laid on the table. 

GENERAL LEAVE 
Mr. VENTO. Mr. Speaker, I ask 

unanimous consent that all Members 
may have 5legislative days in which to 
revise and extend their remarks on S. 
1542, the Senate bill just passed. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentleman from Minnesota? 

There was no objection. 

DESIGNATING THE CUMBER
LAND TERMINUS OF THE 
CHESAPEAKE AND OHIO 
CANAL IN HONOR OF J. GLENN 
BEALL, SR. 
Mr. VENTO. Mr. Speaker, I ask 

unanimous consent that the Commit
tee on Interior and Insular Affairs be 
discharged from further consideration 
of the Senate bill <S. 1766) to desig
nate the Ctimberland terminus of the 
Chesapeake and Ohio Canal National 
Historical Park in honor of J. Glenn 
Beall, Sr., and ask for its immediate 
consideration. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentleman from Minnesota? 

Mr. LAGOMARSINO. Mr. Speaker, 
reserving the right to object, I yield to 
the gentleman from Minnesota [Mr. 
VENTO]. 

Mr. VENTO. Mr. Speaker, S. 1766 
would designate the Cumberland ter
minus of the Chesapeake and Ohio 
Canal National Historical Park in 
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honor of J. Glenn Beall, Sr., in recog
nition of his efforts to preserve and 
protect the canal and towpath from 
development. 

J. Glenn Beall, Sr., served as a 
Member of the House of Representa
tives and as a U.S. Senator from Mary
land during the period from 1943-65. 
During his service in the Congress, Mr. 
Beall was a leader in efforts to estab
lish a C&O Canal National Historical 
Park and adjoining parkway in Mary
land, sponsoring enabling legislation 
in the 84th, 85th, and 86th Congresses. 
Though his legislation was not en
acted into law, President Eisenhower, 
by Proclamation on January 18, 1961, 
established the Federal lands compris
ing the canal as the Chesapeake and 
Ohio Canal National Monument. Ten 
years later in 1971, legislation was en
acted establishing the areas as the 
Chesapeake and Ohio Canal National 
Historical Park. 

Mr. Speaker, S. 1766 directs the Sec
retary of the Interior to erect and 
maintain an appropriate memorial to 
J. Glenn Beall, Sr., at the Cumberland 
terminus of the park, the cost of 
which is not to exceed $25,000. I un
derstand the administration supports 
this measure and I add my support to 
its adoption. 

Mr. Speaker, I want to thank the 
gentlewoman Congresswoman, BYRON, 
an able member of the Interior and In
sular Affairs Committee for her assist
ance and help in guiding this measure 
to enactment. It would not have been 
successfully enacted without Congress
woman BYRON's leadership. 

Mr. LAGOMARSINO. Mr. Speaker, 
I rise in support of S. 1766. As the sub
committee chairman has explained, 
this bill would designate the Cumber
land terminus of the C&O Canal Na
tional Historic Park in honor of J. 
Glenn Beall, Sr. 

Senator Beall was a distinguished 
Member of Congress for 22 years 
during which he served in both bodies. 
His numerous contributions during his 
service include his efforts to protect 
and preserve the canal and towpath 
which are the prominent features of 
the park. He introduced the first piece 
of legislation aimed at preserving and 
restoring the canal in 1956. After 
years of work and negotiation, legisla
tion was finally passed to establish the 
park in 1971, 1 year after Senator 
Beall's death. 

Congressional designation of the 
Cumberland terminus of this unique 
park as a memorial to Senator Beall is 
an appropriate way to recognize and 
honor his role with regard to the 
canal. 

The other body recently approved 
this measure. Therefore, I urge all of 
my colleagues to support S. 1766. 

Mrs. BYRON. Mr. Speaker, I want to take 
this opportunity to extend my thanks to my 
subcommittee chairman, Congressman 
VENTO, for supporting this legislation which 

means a great deal to me and so many west
em Marylanders. 

This bill dedicates the C&O canal terminus 
after the late Maryland Senator, J. Glenn 
Beall, Sr., in recognition of his efforts to pro
tect and preserve the park's canal and tow
path. During his 22 years in Congress, he 
maintained a personal interest in the protec
tion of the C&O Canal National Park. In 1956, 
he introduced the first piece of legislation 
which recognized the historical importance of 
the canal and provided a vehicle for its pres
ervation and restoration. While similar bills 
were introduced during the next 16 years, 
nothing was signed into law until 1971-just 1 
year after Senator Beall's death. What could 
now be more appropriate than to dedicate the 
terminus-a significant portion of the canal
to his memory? 

The plan for the Park Service to implement 
will be an attractive interpretive park with per
manent exhibits, landscaping, walkways, mini
plazas, and benches which would draw people 
to the river and the canal terminus area. This 
legislation authorizes a mere $25,000 which 
will cover the entire cost of the proposed in
terpretive park. A simple plaque dedicated to 
J. Glenn Beall will suffice as the sole object 
recognizing his contributions to the canal's 
protection. 

Mr. Speaker, I cannot find anyone who does 
not think that this bill is an excellent idea. The 
Senate companion bill, introduced by Mary
land Senator CHARLES MATHIAS, passed the 
Senate on August 1 without opposition. I urge 
its speedy approval in the House as well so 
that J. Glenn Beall's contributions to the sur
vival and protection of this beautiful park may 
be recognized for all time. 

Mr. LAGOMARSINO. Mr. Speaker, 
I withdraw my reservation of objec
tion. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentleman from Minnesota? 

There was no objection. 
The Clerk read the Senate bill, as 

follows: 
s. 1766 

Be it enacted by the Senate and House of 
Representatives of the United States of 
America in Congress assembled, That (a) 
the Cumberland terminus of the Chesa
peake and Ohio Canal National Historical 
Park is hereby dedicated to J. Glenn Beall, 
Sr. in grateful recognition of his outstand
ing efforts to preserve and protect the canal 
and towPath from development. 

(b) In order to carry out the provisions of 
this Act, the Secretary of the Interior is au
thorized and directed to provide such identi
fication by signs, including changes in exist
ing signs, materials, maps, markets, or other 
means as will appropriately inform the 
public of the contributions of J. Glenn 
Beall, Sr. 

<c> The Secretary of the Interior is fur
ther authorized and directed to cause to be 
erected and maintained, within the exterior 
boundaries of the Cumberland terminus of 
the Chesapeake and Ohio Canal National 
Historical Park, an appropriate memorial to 
J. Glenn Beall, Sr. Such memorial shall be 
of such design and be located at such place 
as the Secretary shall determine. 

(d) There are authorized to be appropri
ated up to $25,000 to carry out the purposes 
of this Act. 

The Senate bill was ordered to be 
read a third time, was read the third 
time, and passed, and a motion to re
consider was laid on the table. 

GENERAL LEAVE 
Mr. VENTO. Mr. Speaker, I ask 

unanimous consent that all Members 
may have 5legislative days in which to 
revise and extend their remarks on S. 
1766, the Senate bill just passed. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentleman from Minnesota? 

There was no objection. 

THE ARMS RACE AND SOVIET 
ECONOMIC DECLINE 

<Mr. SEIBERLING asked and was 
given permission to address the House 
for 1 minute and to revise and extend 
his remarks and include extraneous 
matter.) 

Mr. SEIBERLING. Mr. Speaker, yes
terday, I placed in the RECORD some 
compelling facts about our own Na
tion's economic crisis and the key role 
of the arms race in bringing it about. 
Today, I would like to discuss the eco
nomic crisis in the Soviet Union, 
which is in great measure similar in 
origin to the crisis we confront. In 
both cases, there is a smaller remedy, 
if the will exists to pursue it: namely, 
a major arms control and reduction 
agreement between the two superpow
ers. 

A recent article by Jan Vanous, re
search director for an economic con
sulting firm-PlanEcon, Inc.-docu
ments the Soviet crisis in some detail. 
The immediate cause of the crisis is a 
decline of the value of Soviet exports, 
especially oil. However, this comes in 
an economy already strained by years 
of excessive military spending so the 
effects of the decline are very serious 
for the Soviet Union, and help explain 
the increasing emphasis of the Soviet 
Government in reaching major arms 
control agreements with the United 
States. The Vanous article summarizes 
the situation this way: 

The downward slide of exports and im
ports threatens Mikhail Gorbachev's ambi
tious modernization program. Just to main
tain the quality of imports at last year's 
level, the Soviets probably will have to 
borrow $25 billion over the next five years, 
nearly doubling their gross hard-currency 
debt. But even this heavy borrowing, the 
Soviets won't be able to afford increased im
ports of Western machinery to modernize 
their economy. To save the modernization 
program, Gorbachev will have to change the 
division of the Soviet economic pie by cut
ting the growth of arms production in order 
to free capacity for production of civilian 
machinery. 

Gorbachev's realization that he will soon 
have to choose between tractors and tanks 
has forced him to show much greater flexi
bility in arms negotiations than in the past. 
If the Reagan administration does not over
play its hand and succumb to the tempta-
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tion to play it tough with the Soviets-based 
on an assessment that Gorbachev is "over a 
barrel"-it can probably secure major con
cessions in arms bargaining with the Sovi
ets. 

Since we in the United States face a 
similar economic crisis resulting in 
large measure from our own expendi
tures on the arms race, real progress 
on arms control ought to be the high
est priority on the agenda of our own 
Government as well as the Govern
ment of the Soviet Union. 

The full text of the Vanous article, 
as it appeared in the Washington Post 
for August 17, 1986, follows these re
marks: 
THE SOVIET TRADE CRISIS: CHOOSE TRACTORS 

OR TANKS 

<By Jan Vanous) 
The Soviet Union is facing a severe trade 

crisis, one that could force major changes in 
Moscow's foreign and domestic policies. 

The crisis stexns from the collapse of the 
price of oil in the world market, which has 
meant an unprecedented shortfall in hard 
currency export earnings for the Soviets 
and a prospective decline in ruble earnings 
from exports to Eastern Europe. The fall in 
export earnings, in turn, is forcing Moscow 
to reduce its imports of Western machinery 
and equipment and to limit imports of these 
goods from Eastern Europe over the next 
five years. This means that the Soviets will 
have to depend increasingly on their own 
domestic machinery production in an effort 
to replace the country's aging capital stock. 

The downward slide of exports and im
ports threatens Mikhail Gorbachev's ambi
tious modernization program. Just to main
tain the quantity of imports at last year's 
level, the Soviets probably will have to 
borrow $25 billion over the next five years, 
nearly doubling their gross hard-currency 
debt. But even with this heavy borrowing, 
the Soviets won't be able to afford increased 
imports of Western machinery to modernize 
their economy. To save the modernization 
program, Gorbachev will have to change the 
division of the Soviet economic pie by cut
ting the growth of arms production in order 
to free capacity for production of civilian 
machinery. 

Gorbachev's realization that he will soon 
have to choose between tractors and tanks 
has forced him to show much greater flexi
bility in arxns negotiations than in the past. 
If the Reagan administration does not over
play its hand and succumb to the tempta
tion to play it tough with the Soviets-based 
on an assessment that Gorbachev is "over a 
barrel''-it can probably secure major con
cessions in arms bargaining with the Sovi
ets. 

Gorbachev's economic strategy has four 
fundamental objectives, at least three of 
which are now threatened by the Soviet 
trade crisis. The goals include: 

Accelerating Soviet economic growth. The 
plan for 1986-90 calls for a growth of net 
material product <roughly corresponding to 
Western GNP> of 4.1 percent per year, com
pared to an average rate of growth of 3.2 
percent during 1981-85. These plans were 
based in part on export and import targets 
that now appear impossible to achieve. 

Improving labor productivity. To get 
higher labor productivity, Soviet leaders 
agree they need better management, a more 
enthusiastic and better disciplined labor 
force, and above all, new investment in 
plant and equipment. Gross investment in 

fixed capital is slated to rise 10 percent this 
year, remain at the same level in 1987, and 
then increase by about 2 percent per year 
during 1988-90. It was originally hoped that 
sharply increased imports of capital goods 
from Eastern Europe and the West would be 
key ingredients of the modernization pro
gram. But the collapse of Soviet hard-cur
rency export earnings and looming difficul
ties in trade with Eastern Europe over the 
next few years are pushing the Soviets to 
rely mostly on domestic resources. 

Improving the quality of production. Most 
Soviet products are outdated in design, 
break down more often than they should, 
and waste valuable inputs in their manufac
ture such as metals and energy. Quality con
trol and efficient production will be given 
much greater attention than in the past. 
The Soviets would find it easier to raise pro
duction standards to Western levels if they 
could purchase new capital equipment from 
the West. 

Assuring an adequate Soviet defense capa
bility. This is a requirement for any Soviet 
leader who wants to stay in power, and Gor
bachev won't sacrifice it simply to improve 
the performance of the civilian economy. 
However, the Soviets appear inclined to 
offer what in their terms are unprecedented 
concessions in arxns negotiations in order to 
cut their defense burden and avoid having 
to mount a full-scale counterpart to the 
strategic defense initiative. 

As a major oil exporter, the Soviets have 
been stunned by the sudden decline in oil 
prices. Oil and gas account for 60 percent of 
their exports to the non-communist world. 
As of mid-1986, they are receiving $10 to $12 
per barrel for their oil, down 60 percent 
from an average of $27.50 per barrel in the 
fourth quarter of 1985. Since natural gas 
prices are also falling rapidly, the Soviets 
face an unprecedented deterioration in their 
terms of trade. 

The Soviet trade crisis is compounded by 
the sharp drop in the value of the dollar. 
That's because most Soviet exports are 
priced in dollars, while the prices of most 
Soviet imports are based on West European 
currencies that have risen sharply against 
the dollar in recent months. As of July 1986, 
for example, it took almost five times more 
Soviet oil to purchase a given piece of West 
German machinery than it did in early 
1985, although the dollar price of Soviet oil 
has fallen by only 60 percent. 

Moscow's trade crunch could get worse. 
That's because the Soviet Union's economic 
fallbacks-arms sales, exports of gold, dia
monds and platinum, and hopes for better 
harvests and a reduction in food imports
are also in trouble. 

The decline in Soviet arxns sales is largely 
a side effect of the fall in oil prices. This 
has squeezed the finances of OPEC nations, 
including major buyers of Soviet arms such 
as Iraq, Libya, Syria, and Algeria. With 
arms accounting for about 20 percent of 
Soviet exports to the non-communist world, 
the sluggish arxns market in the Middle 
East will further aggravate Soviet hard-cur
rency problexns. 

Soviet arms sales to the Third World fell 
25 percent last year, after three straight 
years of record sales. With few exceptions, 
the Soviets must now finance close to 100 
percent of such sales over 10 to 15 years at 
concessionary terms. With arxns sales yield
ing relatively little immediate cash flow, 
they must look less attractive to the Soviets. 

Gold, platinum and diamonds won't help 
much either in solving the trade crisis. The 
Soviets are the world's second-largest sup-

plier of these precious commodities, and 
they can't boost their own sales without fur
ther weakening the market. South Africa's 
growing political and economic problexns 
have forced that regime to sell as much 
goal, platinum and diamonds as the world 
market can absorb. Heavy and steady South 
African gold sales are keeping the price of 
gold relatively low, in spite of the collapse 
of the dollar and falling interest rates, 
which normally should increase incentives 
to hold gold. <To be sure, if the Pretoria 
regime should fall and a prolonged period of 
political and economic instability take hold 
in South Africa, the Soviets would benefit 
significantly from panic buying of gold, dia
monds, platinum, chromium and other re
lated commodities by Western speculators.) 

The Soviets had hoped that a good har
vest this year would ease the trade crunch 
by permitting a reduction in grain and food 
imports. Less hard currency spent on agri
cultural imports <which accounted for 27 
percent of Soviet non-communist imports 
last year) means more money available for 
imports of Western capital goods. But 
nature hasn't been kind to Gorbachev this 
year. The drought affecting key grain-grow
ing areas of the Soviet Union will probably 
depress the Soviet crop to somewhere be
tween 165 and 175 million metric tons <the 
latest USDA estimate puts it at 175 mmt>. 
This would be far less than the estimated 
1985 harvest of 190 mmt and 1986 output 
target of 150 mmt and would pressure the 
Soviets to increase grain imports corre
spondingly. 

The obvious way out for the Soviets is in
creased borrowing from the West. I estimate 
that Soviet hard-currency exports this year 
will be more than $10 billion below the peak 
of $36.2 billion reached in 1983, without 
taking into account the impact of dollar de
preciation and inflation. There will be some 
recovery over the next several years, but a 
large financing burden will remain. 

My conclusion is that the Soviets will 
either have to borrow about $25 billion from 
the West over the next five years just to 
maintain "reasonable" levels of hard-cur
rency imports or accept extreme cutbacks in 
imports, with a consequent adverse impact 
on Soviet economic performance. Soviet 
gross hard-currency debt to the West may 
nearly double by 1990, rising to about $53 
billion, compared to an estimated $28.6 bil
lion at the end of 1985. <The corresponding 
increase in net Soviet hard-currency debt 
during the same period should be somewhat 
smaller-about $19 billion.) 

Even by borrowing the $25 billion, the So
viets won't be able to do much more than 
tread water, holding import spending, at 
best, at last year's level in real terms. Hopes 
for increased imports of machinery and 
equipment from the West to help in the 
Soviet modernization effort are probably 
doomed. To finance these more ambitious 
efforts, the Soviets would have to borrow 
far more-say $50 billion over the next five 
years-which they would regard as impru
dent. 

The Soviets should be able to borrow the 
$25 billion from the West without great dif
ficulty. We expect them to remain a borrow
er favored by major Western banks over the 
next five years, reflecting the huge SoViet 
endowment of natural resources, the rise to 
power of a more competent economic man
agement group, and strong foreign ex
change reserve position. Moreover, Western 
commercial banks generally believe that the 
Soviet Union is under-represented in their 
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portfolios and are quite eager to take more 
Soviet paper. 

Heavy Soviet borrowing needs will also 
stimulate a search for alternative means of 
securing capital inflows into the Soviet 
Union. We expect the Soviets to tum to 
Western investment banks to help them 
float bond issues. A test issue could be float
ed on the London market perhaps in the 
latter part of this year. We also regard 
recent hints of possible Soviet application to 
the IMF and World Bank as another compo
nent of that strategy. 

Moscow probably doesn't have an Eastern 
European solution to its import shortfall. 
Even if the Soviets run modest trade deficits 
with most East European countries over the 
next five years, they cannot hope to com
pensate for the loss of machinery imports 
from the West by increasing the quantity of 
machinery imports from Eastern Europe. In 
fact, the fall in ruble energy export revenue 
from Eastern Europe means that they will 
at best be able to maintain the level of im
ports of East European machinery at their 
1985 level over the next five years. 

With the modernization options based on 
increased imports of Western and East Eu
ropean machinery, now closed, Gorbachev is 
down to his last choice. He must cut domes
tic production of defense machinery in favor 
of investment from the civilian sector of 
Eastern Europe. 

To understand the modernization squeeze, 
it helps to look at the demand for capital 
goods. Although the Soviet Union is prob
ably the largest machinery producer in the 
world, it is unable to satisfy its own demand 
for investment machinery. 

The main reason for this is the huge scale 
of Soviet defense machinery output. A 
recent study by PlanEcon, Inc., estimated 
that the share of Soviet final machinery 
output allocated to defense increased from 
18 percent in 1960 to a staggering 44 percent 
in 1985. During the same period, the share 
of final machinery output allocated for civil
ian investment declined from 58 percent to 
39 percent and the share of consumer dura
hies (passenger cars, refigerators, etc.> de
clined from 24 percent to 17 percent. 

Gorbachev can salvage his modernization 
program only if he does two things. First, he 
must increase domestic machinery output 
by close to his five-year plan target of 7.5 
percent growth per year. Second, he must 
slash the growth rate of defense machinery 
production to 4 percent per year for 1986-
90, compared to an average of 8.5 percent 
during the past decade. This way, average 
annual growth of domestic investment ma
chinery output could be pushed to about 9.5 
percent per year during 1986-90, making it 
possible to supply enough investment ma
chinery for the modernization program 
from domestic sources. 

Whether Gorbachev can sell such a policy 
to the Soviet defense establishment is an 
open question. But sophisticated military 
men in the Soviet Union should understand 
economic realities, and they may be willing 
to accept fewer resources for a few years in 
order to help to strengthen the economy. 

The arms-control implications of the 
Soviet trade crisis are clear. The Soviets, as 
their leaders have repeatedly stated, want 
an arms-control agreement that can hold 
the level of military spending low enough to 
allow for modernization of the civilian econ
omy. This is presumably one factor behind 
increased Soviet flexibility in arms negotia
tions in recent months. An arms-control 
agreement that allows both sides to cut de
fense spending would benefit both. The So-

viets could salvage their much needed mod
ernization program and the United States 
could at last get its budget deficit under 
control. 

0 1850 

MY CONCERNS ABOUT THE TAX 
BILL 

The SPEAKER pro tempore (Mr. 
GRAY of Illinois). Under a previous 
order of the House, the gentleman 
from Georgia [Mr. RAY] is recognized 
for 5 minutes. 

Mr. RAY. Mr. Speaker, I rise tonight 
to share with my colleagues my con
cerns about the tax bill and the con
cerns expressed to me by many of our 
constituents. 

I am told that the tax bill is a 
reform movement on a locomotive 
which cannot be stopped. That may be 
true, but for the record, I believe I 
need to point out some problems 
which are already evident to the 
people of the Third District of Geor
gia, and from others who I have 
spoken with. 

The news media and special interest 
groups have pulled out certain facts 
from the summary of the tax bill and 
as a result, the people are quite aware 
of what is going on with tax reform. 
And of the thousands of people who 
have written in to me about this bill, 
over 70 percent opposed actions taken 
to change the Tax Code. That is above 
the national average of 50 percent op
position according to a recent ABC 
News poll. 

Now, I am not saying that "if it's not 
broke, that we should not fix it." 
There is a growing feeling across this 
country that the Tax Code is not fair. 
Recently, I received a letter from a 
young man from Perry, GA, Robert 
Stanley. He wrote me a straightfor
ward letter. "My question, he wrote, is 
about taxes. I heard on the news and 
on the radio that the blue-collar work
ers pay more taxes than a rich person. 
I would like to know why workers have 
to pay taxes while the rich don't and 
why taxes can't be 10 percent for ev
eryone." Robert, I, too, see inequities 
in the Tax Code that need to be fixed. 
It remains to be seen if this bill is 
indeed reform and if simplicity has 
been written into it. 

I praise the committees for attempt
ing such a comprehensive project, and 
I do not intend for my remarks to re
flect badly on their efforts. I compli
ment them on several provisions 
which I see as a sign of their sincere 
intent toward true reform. Among 
those efforts are: 

Retaining the child care credit; in
creasing the standard deductions and 
personal exemptions; weeding out 
loopholes for those who should pay; 
creating a livable alternative minimum 
tax for corporations; keeping the 
mortgage deduction on up to two 
homes; including some incentive for 

saving; lowering vesting standards for 
pensions; and continuing the employ
er-provided educational assistance 
through 1987, raising the amount ex
cludable to $5,250 and there are 
others. 

However, let me list for you some of 
the problems that I see coming if we 
pass this bill. Among these problems 
are: 

Discouraging investments and cap
ital improvements by heavy manufac
turing and industry; maintaining some 
inequities for the truly rich. For exam
ple, couples earning $145,000 will pay 
an effective rate of 33 percent because 
of that hidden surcharge whereas cou
ples earning $200,000 will pay only 28 
percent; disallowing the increased 
spousal contribution to IRA's; losing 
the benefits of a broad-based charita
ble deduction for many tax-exempt or
ganizations; chaning the rules for 
many workers without the means to 
plan their retirement finances the way 
they want; and changing the account
ing and reporting rules for many com
panies. 

But, it seems to me that the guide
post of this entire tax proposal has 
been to keep it revenue neutral-not 
the ultimate fairness of the reform. 

I am in no way advocating an in
crease in taxes. My pledge to my con
stituents is not to vote for a tax in
crease until I am convinced that a ma
jority of Americans are willing to pay 
to maintain the current level of gov
ernment services rather than to do 
without them through Gramm
Rudman cuts. 

The questions are: Has fairness been 
kept in this bill? Are there incentives 
to plan ahead for retirement? For 
health care costs? Is there simplifica
tion? Are there incentives for busi
ness? What will the loss of the invest
ment tax credit do to business expan
sion? 

Let's look at this bill. It weighs over 
4 pounds. It is close to 1,000 pages 
long. It merely amends a code that is 
several volumes long when you count 
all the regulations. It still takes a CPA 
if not a lawyer, to give good tax advice. 
I am told that this legislation is being 
called the unemployed lawyers' relief 
act, and I am presently checking to see 
if H.R. Blocks' stock is up or down. I 
suspect it is up. 

Some argue that reducing the 
number of brackets is simplification, 
and I agree that reducing the number 
of brackets from 14 to 3 in 1988 is en
couraging. But, to me, simplification 
would be achieved when a person with 
an eighth grade education could made 
heads-or-tails of the form 1040. To me, 
simplification would be achieved when 
the average person could, without 
complicated formulas and hours with 
a calculator, simply compute his or 
her tax return within a short time. 
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My constituents complain about the 

retirement changes. Teachers and in
surance annuity holders hoped for 
their tax-shelter annuities to remain 
the same. Factory workers relied on 
their 401(k) and 403(b) plans to con
tinue with no changes. Federal em
ployees counted on the current law 
which states that they would have a 3-
year basis recovery on their employee 
contribution to their pension. All 
these people are having the game 
changed on them, but I must admit 
that civil servants are really bearing 
the brunt here. Not only is the 
method in which they receive their re
tirement threatened, but they have no 
way to recapture what they were 
promised if they are eligible to retire 
now. The conference committee in
cluded a retroactive date, July 1, 1986. 
For example, a 30-year Federal em
ployee will begin his retirement by 
having a heavy tax levied from his 
first retirement check which is con
trary to the Government's promise 
when he or she started. 

There is concern that individualism 
may have been forgotten in the draft
ing of this bill. The tax-deferred indi
vidual retirement account is an effort 
by the Government to acknowledge 
that some people-through their indi
vidual choice-may want to contribute 
more toward their retirement years. 
The IRA is the mechanism by which 
the Government has encouraged 
people to make that choice. For a 
while, that whole concept was thrown 
out. In the conference agreement, 
there is a complicated tangle of rules 
surrounding exactly who may contrib
ute to a completely tax-deferred IRA. 
It goes something like this. If you are 
not a part of an employer-provided 
pension plan, you may contribute the 
entire $2,000 and have the tax de
ferred on this money until you with
draw it upon retirement. If you are a 
part of a pension plan at work and if 
you made under $40,000 on a joint 
return, you may still contribute the 
full amount. However, if you are 
single, the salary cap for full deduct
ibility is $25,000! 

Many of my constituents are upset 
about the complicated new rules per
taining to charitable deducations. The 
conference agreement allows those 
who itemize their deductions to take a 
100 percent charitable deduction for 
money given to their church, a hospi
tal, a school, or other charitable foun
dation. But then those of us who do 
not itemize cannot get that same de
duction as we have in the past. This is 
compounded by the fact that this bill 
is supposed to make paying taxes sim
pler by encourging people not to item
ize. 

Another concern that the business
men and businesswomen of my district 
have is whether their businesses will 
survive. During the tax reform debate, 
we came a long way toward making 

those corporations that currently pay 
less taxes than you or I liable for their 
fair share of the tax burden of this 
country. But I cannot help but worry 
about the small business which cannot 
take the loss of both the investment 
tax credit and the capital gains treat
ment. In Georgia, 80 percent of timber 
owners are small landowners and not 
big corporations. Many are wondering 
if they are going to be able to make 
ends meet. And, I must say, the tax 
bill does not give them much encour
agement. Real estate interests are 
having the rules changed on them in 
the middle of the game. There are 
manufacturing companies which were 
caught by yet another retroactive 
date-the loss of the investment tax 
credit back to January 1, 1986-even 
after they had made decisions to pur
chase and are now stuck with that de
cision. 

The conference agreement would in
crease the overall corporate income 
tax burden by over $120 billion over 5 
years. This revenue would be used to 
lower the taxes for many other 
groups. Many retail businesses and 
small computer growth firms would 
benefit from the lower corporate rates 
which are being cut from 46 percent 
on taxable income over $100,000 to 34 
percent over $75,000 in 1988. The mini
mum tax provision contained in the 
conference agreement is a step ahead 
of the original House-passed provision. 
The minimum tax percentage is 20 
percent as opposed to 25 percent in 
the House bill. I believe that the lower 
percentage and the surrounding provi
sions will encourage many more large 
corporations to play fair and pay their 
share. But I do worry that many com
panies could be surprised by the ad
verse effects of this provision resulting 
from a one-time accounting change or 
other adjustment for book purposes 
that has nothing to do with unreport
ed economic income. 

All the rules for applying these pro
visions have not yet been formulated. 
I am concerned that these provisions 
apply principally to large corporations 
and do not take the "fisherman's net" 
approach-ranking in small farmers 
who are already suffering the worst 
drought in many, many decades and 
homeowners who must itemize in 
order to take all possible deductions. 
Farmers, for instance, would be drasti
cally affected by the loss of the 
income averaging deduction since 
their income fluctuates so dramatical
ly from year to year. 

Let me quote from the September 
15, 1986 Industry Week article which 
was recently forwarded to me by my 
constituent, Dick Sargent of Thomas
ton, GA, who is an executive with 
Thomaston Mills. The magazine arti
cle takes two exceptionally hard hits 
at the tax bill by saying that the tax 
legislation will drastically deflate the 
economy and that it will slow the 

economy. "The initial economic effect 
• • • will be extremely deflationary. 
Removing tax subsidies on formerly 
advantaged investments • • • will 
expose the excess valuations placed on 
these assets • • • this will worsen the 
deflation problem we are already expe
riencing by flooding the market with 
unwanted assets." The article contin
ues with more astounding facts: "Pas
sage of the tax reform bill, as it now 
stands, is in fact a disguised tax in
crease for the first 6 months of 1987. 
This will have a dampening effect on 
the already sluggish economy • • • 
higher business taxes will pinch cash 
flow and depress investment activity 
• • • on the consumer side, although 
individual taxes will be reduced an av
erage of $50 per family next year, that 
will not be enough to trigger any kind 
of consumer-spending boom • • • the 
disappearance of the investment tax 
credit • • • could prove to be the 
Achilles' heel of the bill, undermining 
the favorable effects of reduced rates 
in 1988 and beyond.'' 

The sock-it-to-business approach in 
this bill seems to ignore the fact that 
if business doesn't do well and it is not 
profitable, its workers will not do well 
either. Then, America will not do well. 
To put it bluntly, all the lower individ
ual tax rates in the world will not 
create any benefits if these people are 
not earning salaries from our Nation's 
businesses. 

I thank you for your patience while 
I expressed for you just a few of my 
constituent's concerns. I believe it is 
important that their views are read 
into the RECORD of this tax reform 
debate. I would like to add, also for 
the record, comments made by Sena
tor PETE DOMENICI as reported by 
Helen Dewar of the Washington Post. 
According to her article, which ap
peared in the September 12 edition of 
that newspaper, my colleague from 
the other body does not believe that 
we can make the fiscal year 1988 
Gramm-Rudman-Holling target if we 
pass the tax bill as it is now written. 

Let me quote from the article: 
"Moreover DoMENICI said, 'I think we 
are getting very close to abandoning 
the notion that we will ever get to a 
balanced budget.' DoMENICI said the 
tax revision bill, nearing enactment, 
provides an estimated initial revenue 
windfall of $11 billion, which would 
help Congress meet the real fiscal 
1987 deficit target of $14 billion. But 
he said substantial revenue shortfalls 
are forecast for fiscal 1988 and 1989, 
making it harder to meet deficit-reduc
tion targets in those years." 

It seems that leading budget experts 
in Washington and my constituents at 
home seem to agree. The Government 
cannot push the economy on both 
ends and expect it to survive in the 
short term. I strongly believe that our 
first priority should be to balance the 
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budget. We should not be voting this 
year on anything that threatens the 
Gramm-Rudman-Hollings process of 
reducing our Federal deficit to zero. 

We owe it to our constituents-who 
in record numbers are contacting their 
Representatives to say that the deficit 
is the top national concern-to be true 
to them and to be true to the effort to 
reduce the deficit. 

Therefore, my colleagues, I would 
encourage that we all carefully review 
the contents of the tax bill. We should 
make every effort to debate our own 
concerns, and the questions raised by 
our constituents about this bill. 

While it is true that we will not be 
able to amend the bill. We can do our 
best to identify inequities, which 
should be adjusted. I am already hear
ing from the chamber of commerce 
and others that the issue of taxes 
might be brought back to the floor as 
early as next year for another legisla
tive adjustment. 

There are several questions we 
should ask ourselves. Is it simple? Is it 
truly positive reform? Is it better than 
our present law? Will it shock the 
business community to the point of 
rupturing our fragile economy? Is it as 
fair to the wunarried as it is to the 
married? Will the poor and the middle 
income be better off or not? 

My colleagues, unless we can agree 
that these questions have positive an
swers, I do not believe that this bill 
will best serve America. 

PERSONAL EXPLANATION 
The SPEAKER pro tempore. Under 

a previous order of the House, the gen
tleman from Florida [Mr. LEHMAN] is 
recognized for 5 minutes. 

Mr. LEHMAN of Florida. Mr. Speaker be
cause of longstanding commitments in the 
17th Congressional District, I unfortunately 
was absent during House consideration of the 
Federal Insecticide, Fungicide, and Rodenti
cide Act amendments on September 19, 
1986. 

If I had been present, I would have voted in 
favor of final passage of H.R. 2482. 

THE TAX REFORM BILL IS 
UNFAIR TO STATES DEPEND
ING ON SALES TAX REVENUES 
The SPEAKER pro tempore. Under 

a previous order of the House, the gen
tleman from Washington [Mr. LowRY] 
is recognized for 5 minutes. 

Mr. LOWRY of Washington. Mr. 
Speaker, I rise again against the so
called tax reform bill to come before 
the House tomorrow. I think it is a se
rious mistake. I am taking just these 
few minutes to talk about an extreme 
inequity within the bill. 

When the tax bill left the House, all 
State and local taxes were 100 percent 
deductible, the same as present law. 
That includes the deduction of the 
sales tax. In the other body, when 

that body acted upon their tax bill 
going to conference, they made 60 per
cent of the sales tax deductible. So 
that we went to conference, the House 
position was 100 percent deductible, 
the other body was 60 percent deducti
ble. What happened was, of course, 
the two leaders on the conference got 
together and announced, after we had 
left, their proposal that there was zero 
deductibility for sales tax. · 

Now, they were totally out of scope 
with the conference. 

Then what happended was on the 
following Tuesday a member of the 
Committee on Ways and Means came 
over and got unanimous consent to 
waive points of order on the tax con
ference so that it could come to the 
floor without going to Rules. So those 
of you that were very concerned about 
that, about the item of retroactivity 
upon the Federal retirees to take away 
their option of retiring before the first 
of January and thereby singularly 
hurting them, about other provisions 
in the bill also, we did not have a 
chance to go the the Rules Committee 
and talk about the inequities that we 
thought were in the bill. 

Now, I represent the State of Wash
ington. In the State of Washington we 
have a constitutional prohibition 
against the State income tax. 

In the last 10 years we have had two 
strong efforts by which to remove the 
constitutional prohibition. The voters 
of the State of Washington have 
turned it down by overwhelming pro
portions. In other words, we are not 
going to be able to get out of the situa
tion we are in, agree or not agree in 
the State of Washington as is true of 
six other States of this Nation, I be
lieve, about being very dependent 
upon the sales tax for funding our 
services in the State of Washington. 

Now, in our State, like in most 
States, over half or approximately 
over half of the revenues of the costs 
that are paid by the State go to educa
tion, 60 percent of the revenue to the 
State of Washington comes from the 
sales tax. So what we have done by 
this unfair situation that moved us 
here is we have significantly increased 
the cost of education in the State of 
Washington because we have in
creased the cost of the sales tax be
cause we have taken away the deduct
ibility of the sales tax by this maneu
ver that was used. 

Now, on this floor and in our caucus
es before the bill ever left the House, 
everybody had a position, from income 
tax States, saying "we have got to 
have the deductibility of those local 
taxes." Why? Because if you do not 
have the deductibility of those local 
taxes, it puts the pressures on those 
services, primarily education. 

That is exactly what this bill now 
does. It is extremely unfair to those of 
us, to the children in those States de
pendent upon sales taxes. 

Now, why did this happen? Well, the 
Senate provision that was dropped out 
cost $2 billion, and I want to empha
size that, it cost $2 billion for the 60-
percent deductibility of the sales tax. 
They said that cannot be afforded. 

We have a bill before us that has $10 
billion in transition rules, $10 billion 
of mostly special interest handling of 
special things for people that was af
fordable within this tax bill but $2 bil
lion for the education of the children 
in the States that cannot get out of 
their dependence on the sales tax, 
that is not affordable in this bill. 
There was $1 billion in transition rules 
for chicken producers, large chicken 
producers, $1 billion in transition rules 
for large chicken producers but we 
could not have the sales tax deduction 
for the education of the children in 
the State of Washington that cost $2 
billion. 

Now, there are those that would say 
this is a chicken-plucking result. I 
myself do not like it. If you are going 
to vote for this bill, if you are going to 
say that moving a stadium someplace 
for a baseball team that you do not 
even know where it is going to be but 
you are going to give it a $250 million 
goodie, if you can take care of all 
those types of goodies around here but 
say, "This is against the education of 
the children in this country because of 
the immense inequity of what hap
pened in this conference," I think you 
are wrong. 

ORDER OF BUSINESS 
Mrs. ROUKEMA. Mr. Speaker, I ask 

unanimous consent that my special 
order precede the special orders here
tofore granted. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentlewoman from New Jersey? 

There was no objection. 

TRIBUTE TO JUSTICE 
DESIGNATE ANTONIN SCALIA 
The SPEAKER pro tempore. Under 

a previous order of the House, the gen
tlewoman from New Jersey [Mrs. Rou
KEMA] is recognized for 60 minutes. 

GENERAL LEAVE 

Mrs. ROUKEMA. Mr. Speaker, I ask 
unanimous consent that all Members 
may have 5 legislative days in which to 
revise and extend their remarks on the 
subject of my special order. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentlewoman from New Jersey? 

There was no objection. 
Mrs. ROUKEMA. Mr. Speaker, I 

yield to the gentleman from California 
[Mr. LAGOMARSINO]. 

Mr. LAGOMARSINO. I thank the 
gentlewoman for yielding. 

Mr. Speaker, I want to join with the 
gentlewoman's special order welcom-
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ing Antonin Scalia to the Supreme 
Court bench. 

Mr. Speaker, it is my privilege today 
to pay tribute to a fellow Italian, An
tonin Scalia, on the occasion of his 
confirmation as an Associate Justice of 
the U.S. Supreme Court. His new posi
tion represents two "firsts": He will be 
the first Justice of Italian origin and 
at 50, be the youngest member to join 
the Court. 

Over the years, Judge Scalia has evi
denced his philosophy of strict separa
tion of powers and judicial restraint. 
He is a hard worker, a shrewd intel
lect, and a systematic advocate, but 
maintains an insurmountable humor 
and a warm personality. All these 
qualities will enable him to contribute 
to a cohesive and coherent court. 

Judge Scalia is a unique individual. 
He is a man dedicated to bettering jus
tice. His appointment to the Supreme 
Court will surely change the history of 
government for the better. 

I ask my colleagues to join me in 
welcoming Antonin Scalia to the U.S. 
Supreme Court as an Associate Jus
tice. 

Mrs. ROUKEMA. Mr. Speaker, on 
June 17 of this year President Reagan 
made history by naming Judge An
tonin Scalia as an Associate Justice of 
the U.S. Supreme Court. 

Judge Scalia's professional qualities 
could not be of a higher order. The de
scriptions of him by his colleagues, by 
journalists, by attorneys, by others in 
government, by anyone who has dealt 
with him professionally are all vari
ations of one dominent theme: a man 
of uncommon competence. "An in
tense intellectual. Personally charm
ing. A consensus-builder. A writer of 
extraordinary clarity." These are the 
words used to describe the man who 
will be our newest member of the Na
tion's highest Court. 

But there is also a personal quality 
which also ought to be highlighted. 
Judge Scalia is the first Italian-Ameri
can to be named to the Supreme 
Court. This is a thrilling achievement 
which all of us of Italian ancestry 
share with the Justice-designate. 

Judge Scalia, or "Nino" as his family 
and friends call him, is the son of im
migrant parents. He was born on 
March 11, 1936, in Trenton, NJ and 
grew up in Queens. His mother was a 
grade-school teacher and his father a 
professor of Italian literature at 
Brooklyn College. It is not surprising 
that, coming from a family with a 
deep concern for learning, he had a 
brilliant academic career of his own. 
That began in a Jesuit school in New 
York and continued at Georgetown 
University and Harvard Law School. 
He graduated first in his class from 
Georgetown and made the Law Review 
at Harvard. 

The man we honor today entered 
private practice with the nationally 
known firm of Jones, Day in Cleve-

land, where he stayed for 6 years. He 
then joined the faculty of one of this 
country's preeminent law schools: The 
University of Virginia. He became a 
prolific and influential writer. To this 
day he is known for his ability to write 
clearly and persuasively on complicat
ed legal points. 

Consumed by ideas and a desire for 
public service, Antonin Scalia joined 
the Nixon administration and later 
became the head of the Office of 
Legal Counsel in the Department of 
Justice during the Ford administra
tion. 

He then spent a year as a scholar at 
the American Enterprise Institute 
here in Washington before returning 
to the classroom as a professor at the 
University of Chicago Law School. 
There he served with distinction, often 
helping to give intellectual direction to 
this administration in its formative 
months. 

With that impressive record in such 
a short time, no one was surprised 
when in 1982 President Reagan tapped 
Antonin Scalia for a position on the 
U.S. Court of Appeals for the District 
of Columbia Circuit. As an article in 
the Los Angeles Times recently point
ed out: 

On the appellate bench, Scalia continued 
to make his mark and to exercise consider
able influence. His law clerks went into the 
administration or on to clerk at the Su
preme Court. He remained a prolific writer: 
almost two dozen articles and, in 4 years on 
the appellate court, more than 80 majority 
opinions and dozens of concurring and dis
senting opinions. 

The President could have done no 
better in selecting a Supreme Court 
nominee. Even those at the opposite 
end of the philosophical spectrum 
have little but praise for Nino Scalia. 
Judge Abnor Mikva a liberal colleague 
of Scalia's on the court of appeals and 
one who was one of the most liberal 
Members of this body for several 
years, has said that the appointment 
"is going to be good for the institu
tion" of the Supreme Court. 

All Americans can be proud that a 
man of such distinction is to become 
our next Associate Justice when he is 
sworn in this Friday. But those of us 
who are Italian-Americans will feel a 
special pride. We who are Italian
Americans will thank our own parents 
for helping to instill in us the love of 
family, devotion to country and com
mitment to education which Judge 
Scalia's parents instilled in him. After 
he is sworn in, we who are Italian
Americans will point to Supreme 
Court Justice Antonin Scalia and say 
to our children, "There is an example. 
There is a powerful intellect and a 
man dedicated to public service. There 
is one to be emulated." And, because 
at age 50, Judge Scalia will be the 
youngest member of the Court, most 
of us will probably have ample oppor
tunity to hold him up to our grand
children, as well. 

Ours is a country of immigrants and 
a country of opportunity. Our highest 
Court should possess the intellectual 
prowess which Judge Scalia has dem
onstrated and the Court should reflect 
this country's diverse heritage. Judge 
Scalia will serve as an important 
symbol of that rich heritage. This is a 
wonderful moment for Judge Scalia, 
his wife Maureen and their nine chil
dren, and I send Judge Scalia my very 
best wishes for a long, successful, and 
satisfying tenure on the bench. 

0 1905 
Mr. GALLO. Mr. Speaker, will the 

gentlewoman yield? 
Mrs. ROUKEMA. I yield to the gen

tleman from New Jersey. 
Mr. GALLO. Mr. Speaker, I thank 

the gentlewoman for yielding. The 
confirmation of the Honorable An
tonin Scalia as an Associate Justice on 
the U.S. Supreme Court is a milestone 
for all of America. 

Our tradition of a free and inde
pendent judiciary goes back to the 
founding of the Nation. Next year, we 
celebrate the Bicentennial of the U.S. 
Constitution, which is the foundation 
of our Government. 

In spite of the fact that we are one 
of the youngest nations on Earth, we 
are the oldest continually operating 
democracy in the world. This dedica
tion to democracy took time to devel
op. Its development occurred because 
generations of people who desired 
freedom built upon the accomplish
ments of their parents to reach for 
freedom. 

In 5 years, we will celebrate the 
500th anniversary of the discovery of 
America by Christopher Columbus. 

As a Representative from the State 
of New Jersey whose grandfather 
came to this country from Italy 400 
years after Columbus sailed, I appreci
ate the fact that important events are 
the result of years of hard work by 
many people. 

We are here today to honor an indi
vidual who has attained the highest 
office in the judiciary. We share with 
Mr. Scalia a common heritage as Ital
ian-Americans. 

Our intense pride in Mr. Scalia's ac
complishments is rooted in the under
standing that we are all here today be
cause our forefathers chose to come to 
America and committed themselves to 
the hard work required of them in the 
New World. 

Our pride as Italian-Americans is 
based on the knowledge that opportu
nity goes hand in hand with hard 
work and that our common heritage 
was built brick by brick over the years 
as opportunity led to advancement in 
America. 

I am pleased today to honor Mr. 
Scalia for his personal accomplish
ments as a jurist. I am particularly 
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proud that Mr. Scalia is a New Jersey 
native. 

As you know, the New Jersey State 
Society will host a reception for Asso
ciate Justice-designate Scalia on 
Thursday, October 2 here in Washing
ton. 

As honorary chairman of the New 
Jersey State Society, I think that this 
reception is an appropriate way for us 
to recognize this Trenton native who 
is now assuming the responsibilities 
associated with appointment to the 
U.S. Supreme Court. 

I am proud of our State's continuing 
contribution to the judicial process 
with a long tradition of high court ap
pointments. 

This reception will provide New J er
seyans now working in Washington 
with the opportunity to honor Mr. 
Scalia. 

Mr. Scalia's reputation and his 
record speak for themselves. 

The unanimous vote by the Senate 
to confirm Mr. Scalia is further evi
dence that he has proven himself to be 
worthy of the challenges that await 
him on the Court. 

As the first Italian-American to be 
confirmed as a member of the court, 
Mr. Scalia is a pioneer. 

As an American jurist, Mr. Scalia is 
the newest standard-bearer for a long 
tradition of justice through law in a 
proud democracy. 

It is with great personal pride that I 
join with my colleagues today to mark 
this milestone for our Nation. We wish 
for Mr. Scalia all the best as he under
takes this new and challenging assign
ment. 

Mr. VENTO. Mr. Speaker, will the 
gentlewoman yield? 

Mrs. ROUKEMA. I yield to the gen
tleman from Minnesota. 

Mr. VENTO. Mr. Speaker, I com
mend the gentlewoman for her special 
order and associate myself with her re
marks in the statement concerning the 
newest Justice to be confirmed by the 
other body, Antonin Scalia. 

Although I do not personally know 
him, I share an ancestry with him in 
terms of being an Italian-American. I 
am very proud to see him assume this, 
one of the first to assume this high 
honor. 

Indeed, I think that the academic 
record he has established, the integri
ty that he has commended, and the 
unanimous vote of the other body is 
something that we can all take pride 
in, in terms of someone of quality and 
of substance who will uphold and help 
retain a strong judiciary in our system 
of government. I think today it is 
more important than ever. 

I look forward to his work and the 
product that he produces. While philo
sophically we may not agree, I think 
that we can agree obviously on the 
competence and the jurist and the aca
demic excellence that has been repre
sented in this person, and certainly in 

the ancestry that has given rise to this 
and, frankly, the opportunity that is 
represented in this country to anyone 
and to all of us who have utilized this. 

So I am pleased to note this and am 
especially glad to join the gentlewom
an and commend her for this special 
order. 

Mrs. ROUKEMA. Mr. Speaker, this 
is a statement of pride for all of us of 
ethnic heritage. 

I am very pleased that the gentle
man from Minnesota took the time to 
observe that the other body gave 
unanimous support to Judge Scalia's 
appointment. 

Mr. ANNUNZIO. Mr. Speaker, I rise to join 
my colleagues in paying tribute to the Honora
ble Antonin Scalia, the first Italian-American to 
be nominated and confirmed as an Associate 
Justice of the U.S. Supreme Court. 

Justice Scalia is eminently qualified to serve 
on the highest court in our country-the 
recent 98-0 confirmation vote by the Senate 
is a reflection of those superb qualities-and 
to join the illustrious ranks of the 1 06 Su
preme Court Justices who have preceded him. 
His extraordinary legal knowledge and schol
arship, as well as his commitment to the high
est standards in the preservation of our coun
try's legal institutions, are most worthy of rec
ognition. 

Scalia was born in Trenton, NJ, in 1936, the 
only child of S. Eugene Scalia, an Italian immi
grant who was professor of Romance lan
guages at Brooklyn College, and Catherine 
Panaro Scalia, a first-generation Italian-Ameri
can who was an elementary school teacher. 
From his parents, who died within 3 weeks of 
each other this past winter, he inherited a tra
dition of scholarship, political acumen, and an 
interest in law. Scalia graduated first in his 
class in high school, as well as first in college 
from Georgetown University in 1957. He re
ceived his law degree from Harvard University 
in 1960, graduating magna cum laude. 

From 1960 through 1966, Justice Scalia 
practiced law with the prestigious law firm 
which is now called Jones, Day, Reaves & 
Pogue, and he taught law at the University of 
Virginia Law School for 3 years from 1967 to 
1970. He served as general counsel of the 
newly created Office of Telecommunications 
Policy in 1971 , and the next year, he became 
chairman of the Administrative Conference of 
the United States. 

In 197 4, Justice Scalia served as Assistant 
Attorney General in the Office of Legal Coun
sel, and in 1977, he joined the faculty at the 
University of Chicago Law School, where he 
taught until his appointment by President 
Reagan in 1982 to the U.S. Circuit Court of 
Appeals for the District of Columbia. 

As a leader in the Italian-American commu
nity, as a founder of the National Italian Amer
ican Foundation, as a founder of the Joint 
Civic Committee of Italian Americans, an um
brella organization encompassing more than 
40 ltalo-American organizations in the Chica
goland area, I am extremely proud of my herit
age as the son of immigrant Italian parents, as 
is Judge Scalia. 

The appointment of Judge Scalia is con
vincing proof that in America there are no bar
riers to achieving one's fondest hopes and as-

pirations. To become a member of the highest 
court in the land, as Judge Scalia has done, 
could be accomplished only in a country 
where the doors of opportunity are open to 
everyone, regardless of national origin, reli
gion, race or gender. In America there are no 
barriers for an individual who is willing to work 
in order to achieve the highest goals that he 
sets for himself. Judge Scalia is a living exam
ple and a monument to that great principle, 
enunciated this year at the Statue of Uberty 
centennial celebration, of a land of opportunity 
for all. 

Mr. Speaker, Justice Scalia is a man of 
great integrity and compassion, and his deep 
commitment to the highest principles in our 
legal system is most commendable. I con
gratulate Justice Scalia and his family on his 
appointment as an Associate Justice to the 
U.S. Supreme Court, and I extend to him my 
best wishes as he continues his outstanding 
service to our Nation. 

Mr. RODINO. Mr. Speaker, it is my great 
pleasure to join my House colleagues in 
taking out this special order to Antonin Scalia, 
our Nation's newest Associate Justice of the 
U.S. Supreme Court. 

Justice Scalia is the embodiment of the 
American dream. The only son of a Sicilian 
immigrant father and a school teacher mother, 
he attended Georgetown University, becoming 
valedictorian, and graduated from Harvard 
Law School, where he served as editor of its 
prestigious law review. 

As a young lawyer, Justice Scalia quickly 
earned a reputation as an outstanding scholar 
and an impeccable legal intellectual. He has 
taught law at the University of Virginia and the 
University of Chicago. During the Nixon and 
Ford administrations, Justice Scalia served as 
·general counsel of the White House Office of 
Telecommunications Policy and head of the 
Justice Department Office of Legal Counsel. 
In 1982, President Reagan appointed him to 
the U.S. Court of Appeals for the District of 
Columbia Circuit, the second highest powerful 
court in the Nation. 

On a more personal note, Justice Scalia is 
a man of warm good humor, a family man, de
voted to his wife, Maureen, and their nine chil
dren. Known to family and friends as "Nino," 
he has a zest for oldfashioned "sing-alongs" 
and friendly poker games. 

Mr. Speaker, even though some of us may 
disagree with Justice Scalia's conservative 
views, we respect his outstanding record as 
lawyer, teacher, and jurist. I am especially 
pleased to note that Justice Scalia is the first 
American of Italian heritage to be selected to 
serve on the highest court in the land. A few 
weeks ago, my colleagues in the Senate
both Democrats and Republicans-voted to 
confirm Justice Scalia, unanimously. 

Mr. Speaker, the Constitution of the United 
States is the cherished foundation of our de
mocracy, a guarantee of civil rights, freedom 
and liberty for all Americans. All Americans
black and white, young and old, rich and poor, 
conservative and liberal-depend on the Su
preme Court to preserve the meaning of this 
wonderful document through history. I am sure 
that in the coming years, Justice Antonin 
Scalia will prove to be a jurist who inspires the 
pride and confidence of all Americans, a jurist 
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of extraordinary talents and unwavering devo
tion to the Constitution, who will help wisely 
guide the Supreme Court and the American 
people into the 21st century. 

Mr. RINALDO. Mr. Speaker, the President's 
nomination and the confirmation by a unani
mous vote of the Senate of Judge Antonin 
Scalia to the U.S. Supreme Court is a great 
source of pride to millions of Italian-Ameri
cans. As the first member of the Supreme 
Court of Italian heritage, Justice Scalia stands 
out as one of our Nation's most respected 
and distinguished legal scholars and a 
staunch defender of the Constitution. Even 
those Members of the Senate who disagreed 
with Justice Scalia's conservative views on 
the role of the judiciary expressed the deepest 
respect for his ability as a jurist and his legal 
scholarship. 

The rise of Justice Scalia to the highest 
branch of the law demonstrates that the bar
riers that Italian-Americans once faced in our 
society have been rapidly coming down. While 
there can be no such thing as ethnic balance 
on the Supreme Court-it must be fair and im
partial to every race, creed, and ethnic 
group-there is an undeniable sense of ethnic 
pride among Italian-Americans in having a 
judge of such great talent and experience on 
the Court. It can only help to further the re
spect that millions of Italian-Americans have 
for our laws and judicial system. 

The appointment of Justice Scalia has ful
filled President Reagan's promise of selecting 
only the very best judges to serve on the Su
preme Court. Just as the President achieved 
an historic breakthrough in nominating Sandra 
Day O'Connor as the first woman Justice on 
the Supreme Court, he has kept his faith with 
millions of Italian-Americans who waited for 
more than two centuries before an Italian
American joined our Nation's highest court. 

Justice Scalia is dedicated to constitutional 
liberties and the preservation of our free insti
tutions. During his distinguished career as a 
judge and legal scholar, he has broadened 
our understanding of the law and helped to 
educate new generations of lawyers. A 
summa cum laude graduate of Georgetown 
University, where he was first in his class, 
Judge Scalia later was editor of the Law 
Review at Harvard Law School and a Sheldon 
fellow at Harvard. He taught law at the Univer
sity of Chicago, Stanford University, George
town, and the University of Virginia. Each of 
these universities is among our most presti
gious centers of higher education and can take 
great pride in Justice Scalia's development as 
one of our Nation's most respected legal 
scholars. 

In the Senate confirmation hearings, Justice 
Scalia also demonstrated the judicial tempera
ment, human compassion, and pride in our 
American institutions that have made the Su
preme Court of the United States the most 
honored legal body in the world. Justice Scalia 
will make all Americans proud, regardless of 
their ethnic background, to have so outstanding 
a judge and fellow American on the Supreme 
Court of the United States. 

Mr. LAFALCE. Mr. Speaker, I join with many 
of my colleagues and millions of Americans, in 
celebrating the unanimous confirmation by the 
Senate of Antonin Scalia as an Associate Jus-

tice of the U.S. Supreme Court. I do this with 
particular pride, because I share with "Nino" 
Scalia a common heritage, membership in the 
Italian-American community. 

However, we honor Judge Scalia today not 
because of his ethnic background, but for his 
brilliant achievements, which have been justly 
rewarded by his lifetime appointment to our 
Nation's highest court. 

Judge Scalia graduated first in his class 
from Georgetown and achieved high honors 
at the Harvard Law School. He has distin
guished himself in each endeavor he has un
dertaken. As a law school professor at the 
Universities of Virginia and Chicago, an attor
ney engaged in the private practice of law, as 
an assistant U.S. attorney general, and finally 
as a Federal judge, Mr. Scalia has impressed 
one and all with his intellect, his vigor and his 
personal integrity. 

While generally classified as a conservative, 
Judge Scalia is not an ideologue. He has 
demonstrated in his legal opinions, not only 
great mental agility, but also the flexibility to 
consider the merits of each case, and apply 
the facts to the law, which is the mark of a 
fine jurist. Above all, Judge Scalia has demon
strated a respect for the Constitution as the 
supreme law of the land, which is perhaps the 
most important qualification for his new posi
tion. 

Just as Justice Felix Frankfurter provided a 
moderating influence on the Court after his 
appointment by President Roosevelt, so, I be
lieve can Judge Scalia fulfill that role on the 
Rehnquist Court. 

He is a young, healthy man with a bound
less enthusiasm for his work, and I therefore 
look forward to his brilliance on the Court, 
where we hope he will serve well into the next 
century. 

As an Italian-American, but above all as an 
American, I join the voices being raised today 
in honor of the past and future achievements 
of Antonin Scalia. Congratulations, Justice 
Scalia. 

Mr. RUSSO. Mr. Speaker, I join with my col
leagues in paying tribute to the Honorable An
tonin Scalia, unanimously confirmed by the 
Senate as an Associate Justice of the U.S. 
Supreme Court. As a citizen and Representa
tive, I welcome the addition to the Court of a 
man who possesses formidable intelligence, 
tenacity, a brilliant legal mind, energy and 
commitment. As an Italian-American, I am 
proud to share a common heritage with Judge 
Scalia. 

Given the attention to the appointment of 
the first Italian-American to the Supreme 
Court, I am delighted that it is Judge Scalia 
who is this "representative." The only child of 
a Sicilian immigrant, he is a devout and coura
geous man. He's a hard worker. He also has 
the personal charm and sense of humor that 
serve you well, anywhere. I believe these 
traits in addition to his energetic scholarship 
are going to mean that Judge Scalia will prove 
to be not only a good and fair Justice, but a 
great one. 

I commend the wisdom of the President in 
appointing and the Senate in confirming Judge 
Scalia. It is a proud day for Italian-Americans 
and a fortunate day for America to have 

gained such a fine man in our highest Court. I 
welcome this opportunity to pay tribute to 
Judge Scalia and to wish him well as he as
sumes his new responsibilities. 

Mr. TRAFICANT. Mr. Speaker, as an Italian
American I am honored and proud to partici
pate in this special order honoring Judge An
tonin Scalia's confirmation as an Associate 
Justice on the U.S. Supreme Court. 

Judge Scalia has an excellent record and is 
a man of high character. The appointment of 
an Italian-American to the highest Court in the 
land is yet another chapter in the ongoing 
saga of the Italian-American community. 
Having come here from Italy in the late 19th 
and early 20th centuries, Italians have made a 
lasting impact on the development of America. 
Italian-Americans continue to provide strategic 
leadership in so many areas of American life. 
Judge Scalia's confirmation serves to highlight 
and underscore the many contributions Italian
Americans have made to this great country. 

I share the sense of pride and accomplish
ment felt by all Italian-Americans. I am proud 
of the ongoing contributions Italian-Americans 
continue to make on America's rich ethnic 
heritage. It is through its tradition of opening 
its arms to all peoples that America draws its 
strength. Italian-Americans serve in some of 
the most powerful and important positions in 
American government. The confirmation of 
Judge Scalia marks the first time an Italian
American has ascended to the highest Court 
in the land. I am confident that he will make 
ali of us in the Italian-American community 
proud and that he will serve America in a dis
tinguished and professional manner. 

Italian-Americans have come a long way 
from their humble immigrant heritage. The 
confirmation of Judge Scalia as an Associate 
Justice on the Supreme Court is yet another 
indication of the long, successful road we 
have traveled. I want to congratulate Judge 
Scalia and his family and wish him the best of 
luck in his new position. 

ORDER OF BUSINESS 
Mr. LEVINE of California. Mr. 

Speaker, I ask unanimous consent that 
the special order which I have re
served be allowed to precede the 
others at this time and be taken out of 
order. 

The SPEAKER pro tempore <Mr. 
GRAY of Illinois). Is there objection to 
the request of the gentleman from 
California? 

Mr. CRANE. Mr. Speaker, reserving 
the right to object, and I do not antici
pate objecting, but will the gentleman 
tell me how long the special order is? 

Mr. LEVINE of California. Mr. 
Speaker, I do not anticipate this spe
cial order will last more than 20 min
utes. I think it will be a 15- or 20-
minute special order. 

Mr. CRANE. Mr. Speaker, I with
draw my reservation of objection. 

The SPEAKER pro tempore. Is 
there objection to the request of the 
gentleman from California? 

There was no objection. 



26062 CONGRESSIONAL RECORD-HOUSE September 24, 1986 
TRIBUTE TO KEN EDWARDS 

The SPEAKER pro tempore. Under 
a previous order of the House, the gen
tleman from California [Mr. LEviNE] is 
recognized for 60 minutes. 

Mr. LEVINE of California. Mr. 
Speaker, a little more than a year ago, 
Ken Edwards, one of the finest public 
servants and individuals whom I have 
ever known passed away. I have asked 
for this time, along with my distin
guished colleague, the gentleman from 
Oklahoma [Mr. EDWARDS], to pay trib
ute to Ken Edwards. It is fitting, and I 
am especially pleased that with us in 
Washington this evening are Ken's 
wife, Sue, and Ken's son, David, two 
people who have been very special in 
their own right and who obviously 
meant the world to Ken. 

0 1915 
I think that it is fitting that this 

special order occur at this particular 
time. It is a tradition in the Jewish 
faith, in the Jewish religion, not to 
unveil the headstone at the grave of 
somebody who died for more than a 
year. After a year, when the head
stone is unveiled, one has the opportu
nity, even a year later, to think about 
and reflect upon the accomplishments 
that that individual achieved during 
his or her lifetime. 

The accomplishments that Ken Ed
wards achieved and the person that 
Ken Edwards was were truly remarka
ble whether one views them a year 
after his death or, I suspect, many, 
many years into the future. 

I personally first met Ken almost 10 
years ago when I was running for my 
first elective public office, a seat in the 
State Assembly in California. When I 
met Ken, he was actually campaigning 
for my opponent, but Ken in the way 
that those of us knew him had such an 
incredible warmth and sincerity and 
charm and effectiveness of style that, 
despite the fact that Ken Edwards, 
when I first met him, was campaigning 
for the person against whom I was 
running, was able to establish an im
mediate rapport with me and was 
somebody whom I immediately consid
ered a person that I wanted to become 
friendly with and a person that I was 
able very quickly to become friendly 
with. 

I think for those of us in this Cham
ber, all of whom were elected to this 
office in the U.S. House of Represent
atives in the crucible of a campaign, to 
understand that when you meet some
body for the very first time when that 
person is actually in the camp of your 
opponent, it is highly unusual that 
you become very close to and very 
friendly with that person. But that 
was the type of person Ken was. 

Tonight's tribute is a tribute that 
was distinctly bipartisan and a tribute 
that clearly crosses philosophical and 
political lines. Ken was a person who 

was able to accomplish that in every
thing that he did. 

Ken was such a remarkable man 
that it is hard to know where to begin 
in summarizing his accomplishments. I 
will do my best, however, to do some 
of that. As with most of us, Ken's 
early life played an important role in 
shaping his adult life. He said as an 
adult repeatedly that his childhood, 
during which he spent 10 years living 
at Vista del Mar, helped form his com
mitment to working on behalf of social 
services and troubled young people. 
Despite a childhood in which things 
were not always made easy for Ken, to 
say the least, Ken was able to earn de
grees from Santa Monica College in 
pre-architecture and from California 
State College at Los Angeles in social 
work. 

Following his graduation, Ken spent 
2 years in Venezuela with the Peace 
Corps. That experience cemented 
Ken's commitment to helping people 
in need. That youthful commitment 
became the driving force in Ken's per
sonal and professional life. 

Among the organizations on whose 
board he served, and played an active 
role, were the Family Service of Santa 
Monica, the YWCA, Jewish Family 
Services, Family Planning of Los An
geles, Project Heavy West, the Santa 
Monica Community Coordinating 
Council, the Santa Monica School At
tendance Review Board, Stepping 
Stone, and the Bay Area Drug Abuse 
Council. 

As a professional, Ken worked as a 
juvenile placement officer for the 
county of Los Angeles. He worked day 
in and day out with some of the most 
troubled young people in Los Angeles. 
It is thanks to Ken Edwards that 
many of those young people are lead
ing productive and happy lives. 

During the time he worked as a pro
bation officer, Ken also found time to 
complete a masters degree in social 
work at Pepperdine University. 

His commitment to improving the 
quality of life in Santa Monica ex
tended beyond the realm of his profes
sional life and social work into the po
litical arena. 

In 1972, the Santa Monica City 
Council was considering a proposal to 
demolish the pier which has become a 
landmark for the city. In its place was 
to be a highrise hotel and other tour
ist facilities. 

Ken became one of the key leaders 
in the effort to save the pier. He 
helped put together a broad coalition 
of community residents who were able 
to save the pier. He worked with busi
ness, political, and community leaders 
to win a victory for his cause. 

That experience seemed to galvanize 
a belief in Ken that Government, and 
the political process, were key to help
ing the people, and advancing the 
causes, he cared so much about. He 
began to regularly attend city council 

meetings, and speak out on behalf of 
the needs of the poor and the dispos
sessed. 

He became active in the local Demo
cratic Party and his union. He was an 
active member in the American Feder
ation of State, County, and Municiple 
Employees. He chaired their Political 
Action Committee. He was a founding 
member of Westside COPE. 

In the Democratic Party, Ken was a 
member of the State Central Commit
tee, the Los Angeles County Central 
Committee, the 44th Assembly Dis
trict Democratic Council, and presi
dent of the Santa Monica Democratic 
Club. 

Given all of Ken's commitments, it 
is hard to believe that he ever had 
time to marry and become a father. 
But, he did. And in this, like most ev
erything else in his life, he was a suc
cess. 

Never a man to rush into things, 
Ken took his time in proposing to his 
wife to be, Sue Tyler. Ken first met 
Sue in 1962 while she was a student at 
UCLA. It was 11 years before they 
were finally married. 

Ken and Sue waited 6 years before 
they had their son David, who was 
born on April 11, 1979. It is ironic that 
David was born the same day that one 
of the causes about which Ken cared 
so much, rent control, became law in 
Santa Monica. 

Sue and David meant the world to 
Ken. They both meant so much to 
him, it is hard for me to remember 
spending any significant amount of 
time with him without him singing the 
praises of his family. 

David was especially important to 
Ken. Perhaps because of his own 
childhood, Ken was determined that 
David grow up in a loving and caring 
home. No two parents could have pro
vided their child with a more loving a 
nurturing home than Ken and Sue. 

I first saw David after the time that 
he was a very small child at a meeting 
in Santa Monica, where David, as I 
think as a 2- or 3-year-old, was ir
repressable in going around the room 
saying, "Vote for my daddy, vote for 
my daddy," and it was all that Ken 
could do to get David to desist from 
saying "Vote for my daddy" the 18th 
or 20th time. But his infectious spirit 
which was clearly a part of the hered
ity which he obtained was the clear 
highlight of that meeting that I was at 
in Santa Monica. 

Even though they shared him for 
such a relatively short time, only 
David and Sue know how lucky they 
were to share Ken's love and Ken's 
life. 

Ken's restless desire to do more for 
his community, and help those most in 
need of help, continued to push him 
into politics. While he accomplished a 
great deal as a private citizen, he knew 
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he could do more if he held the reigns 
of power. 

Finally, in 1977 Ken ran for the 
Santa Monica City Council. Once 
again, however, things were not to 
come easily to Ken. He was defeated 
by a handful of votes. 

The election marked a watershed in 
Santa Monica City politics, however. 
It was the last victory of the old con
servative establishment which had 
controlled the city for decades. 

In the next election, Ken worked 
selflessly to help elect two progressive 
Democrats to the council. Not only 
were they successful, but the leader of 
that ticket received more votes than 
any candidate in Santa Monica's histo
ry. From that day on, things were 
never the same for the city of Santa 
Monica. 
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Two years later, Ken again ran for 

city council. This time he won, and led 
all candidates in votes received. 

Two years later, Ken was elected 
mayor by his colleagues on the city 
council. 

In 1985 he was reelected to the city 
council and broke every previous 
record for votes received. 

By this time it was public knowledge 
that Ken was fighting, and losing, a 
battle with cancer. His reelection was 
more than an endorsement of his lead
ership as mayor. It was an outpouring 
of affection and support from the 
people of Santa Monica for Ken, and 
his years of service and commitment 
to the city and its residents. 

The time Ken served on the city 
council, and in particular as mayor, 
were among the most difficult and tu
multuous times in the h istory of Santa 
Monica's history. A change in power as 
sweeping and complete as Santa Moni
ca's is never easy. In Santa Monica it 
broke apart political alliances and per
sonal friendships, and made the city a 
focus of national attention and of 
community controversy. 

City council meetings lasted well 
into the night. Many times they were 
characterized by heated exchanges 
among council members and between 
the council and the public. 

During this time of chaos Ken was 
able, on all occasions, to retain his 
composure and his perspective. His 
commitment to working with every 
sector of the city, and his commitment 
to giving everyone their chance to be 
heard, helped make him a unique 
figure during this difficult time. 

At a time of unprecedented divisive
ness, Ken was a source for cooperation 
and reconciliation. At a time of con
frontation, Ken was a source of mod
eration. At a time of fractuous strug
gle, Ken was a source of healing. 

More than any other single council 
member, Ken worked to bring a divid
ed city back together. 

Ken Edwards will not be forgotten 
by the city to whom he gave so much. 
Soon, Santa Monica's first senior citi
zen multipurpose center will open and 
be named in his honor. It is fitting 
that this symbol of Santa Monica's 
social service network will be named in 
his honor. 

As a council member, Ken never wai
vered in his commitment to the social 
service community in Santa Monica. 
He played the leading role in creating 
a predictable grants program for the 
city. Today, at a time of unprecedent
ed reductions in funding for public 
programs, Santa Monica now budgets 
more than $1 million every year for 
social services, thanks very largely to 
the leadership that Ken Edwards gave 
to this issue. 

Ken also was responsible for creat
ing one of the most progressive and ef
fective local anticrime programs in the 
Nation. His belief in, and commitment 
to, neighborhood based crime preven
tion, and his professional experience 
with the criminal justice system en
abled him to create a model program 
for other cities to emulate, 

Earlier this year, a plaque dedicated 
to Ken Edwards' work as a probation 
officer was placed on the probation de
partment building in the group of 
county offices in Santa Monica. This 
was the very first time in the history. 
of Los Angeles County that any 
county employee has been so honored. 

My fondest memories of Ken are 
personal ones. Ken learned that he 
had cancer at a time when he had per
haps the most to live for. He had 
become a father, had been elected to 
the city council, and was enjoying a 
successful car eer. He h ad everything 
h e could ask for, and everyth ing to 
live for. 

Any ordinary man would have been 
overcome by either self-pity or de
spair. Not Ken. 

I will never forget his courage, his 
sense of humor, and his combative de
termination to win his battle with 
cancer. Just as he rose above adversity 
as a child, he rose above a fatal disease 
as an adult. 

I last visited Ken only 2 days before 
he died. Even then, weakened as he 
was by his disease, his views remained 
strong and firm and his sense of 
humor altogether intact. 

By any objective definition of the 
term, Ken Edwards was a great man. 
He was a dedicated and loving father 
and family man. He gave more to his 
community than he ever received. 
There is no question that Santa 
Monica is a better and more decent 
place in which to live because of his 
efforts. 

He was a force for conciliation when 
his community faced the danger of 
being torn apart by confrontation. He 
was often a success in spite of his cir
cumstances, not because of them. 

A year after his death I still miss 
Ken. I miss his wise counsel on a varie
ty of important issues, I miss his 
humor. I miss his energy and commit
ment. And, perhaps most of all, I miss 
his advocacy for the less fortunate, 
the poor, the elderly, and the dispos
sessed members of our society. 

People like Ken Edwards are rare. 
They should serve as role models for 
our children. Although Ken is gone, 
he will never be forgotten by those 
who knew him or by our community. 

I would like to mention that I had 
not intended for these remarks to go 
quite as long as they have, and I hope 
that my colleagues will beg my indul
gence for a few moments. I appreciate 
the indulgence of my colleagues for re
marks that were somewhat longer 
than I anticipated. 

Mr. EDWARDS of Oklahoma. Mr. 
Speaker, will the gentleman yield? 

Mr. LEVINE of California. I yield to 
the gentleman from Oklahoma. 

Mr. EDWARDS of Oklahoma. Mr. 
Speaker, first, let me thank my col
league from California for arranging 
the time for this special tribute. MEL 
LEVINE and Ken Edwards were not 
only close politically, they were close 
friends, personally, and this is, indeed, 
a very special way MEL has chosen to 
honor his friend. 

Ken Edwards was my cousin, and I 
was proud of him. When I speak to my 
own children about a life in public 
service, about the rare opportunity 
public life offers to help our people, I 
talk to them about their cousin, Ken. 

We don't salute Ken today because 
of family, or friendship, or even be
cause of our similarities. Ken's father 
and mine were brothers, in our child
h ood we lived together, but politically 
we set about on very different paths. I 
am a conservative Republican; the 
man whose life I am celebrat ing today 
was a liberal Democrat who was once 
honored by the Democratic Part y in 
Los Angeles as its Man of the Year. 

So what was it about Ken Edwards 
that sets him apart, that makes us 
want to stand here and put his life 
before our colleagues as something 
very special and very important. 

For one thing, Ken Edwards devoted 
his life not to himself, but to others. 
He had the intelligence, the dedica
tion, the capacity to make a substan
tial amount of money and live com
fortably, without controversy. He 
chose instead to spend his life in social 
work and public service. 

As Ken's wife, Sue, describes him: 
Ken was a social worker-a social 
worker who entered politics to contin
ue his social work. And he did it well. 

He worried about, and concerned 
himself with, the problems of the poor 
and elderly, though he was not poor 
and did not live to be elderly. 

He concerned himself with the prob
lems of renters, though he did not 
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rent. He entered politics not out of 
self-interest, but out of selfless inter
est and in so doing became one of 
southern California's most powerful, 
most respected and most popular polit
ical figures. 

Ken Edwards understood that the 
most of good government is not con
frontation but consensus. That some
times there are winners and losers, but 
in the best of politics there are solu
tions and agreements-and, amazingly, 
Ken was often successful in finding 
those areas of agreement. He won 
when he had to, but his goal was not 
so much to win political battles as to 
avoid them. 

The gentleman from California has 
reviewed the many things Ken Ed
wards did. And I was reminded again 
of the great social concern that moti
vated him because the organizations 
he chose to help were not the power
ful boards but the hands-on-agencies 
that work most closely with the people 
of the community. 

I did not work in politics with Ken. 
His politics and mine were far differ
ent. But how I loved his heart. 

What I remember most about Kenny 
are t wo things: Kenny as a small boy 
in Oklahoma City with absolutely 
boundless energy and enthusiasm. And 
Kenny as a successful adult, sitting 
with me for hours on the night before 
he went back into the hospital for the 
last time-Kenny, sick with cancer, 
knowing his days were few, still full of 
boundless energy and enthusiasm. 

I loved Ken Edwards but that's no 
big thing: everybody loved Ken Ed
wards. It's not a matter of wishing he 
was still here-1 believe he still is. 
What it's a matter of, is wishing there 
were others like him. 
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Mr. LEVINE of California. Mr. 
Speaker, I thank the gentleman very 
sincerely for his eloquent and personal 
and moving remarks about his cousin, 
Ken. I join with my colleague from 
Oklahoma in thanking our colleagues 
for allowing us to precede them with 
this special order. 

GENERAL LEAVE 
Mr. LEVINE of California. Mr. 

Speaker, I ask unanimous consent that 
all Members may have 5 legislative 
days in which to revise and extend 
their remarks on the subject of this 
special order. 

The SPEAKER pro tempore <Mr. 
GRAY of Illinois). Is there objection to 
the request of the gentleman from 
California? 

There was no objection. 

STEEL MARKS THE TEST 
The SPEAKER pro tempore. Under 

a previous order of the House, the gen-

tleman from Pennsylvania [Mr. 
MuRTHA] is recognized for 60 minutes. 

Mr. MURTHA. Mr. Speaker, the domestic 
steel industry continues to wage a war against 
an unremitting stream of imported steel. De
spite the overall reduction in steel imports 
since the 1984 introduction of the steel VRA 
Program, steel imports from non-VRA coun
tries continue to undermine the steel program 
and the recovery of the domestic steel indus
try. 

Under the VRA Program, steel imports have 
declined from a r~cord high of 31 percent in 
1984 to approximately 23 percent today. Un
fortunately, during the past 8 months steel 
import penetration has steadily increased to 
nearly 27 percent. The flip side of the coin is 
equally alarming-the second largest steel 
producer has filed bankruptcy under chapter 
11, domestic steel shipments have continued 
to fall, the Nation's largest steel producer is 
not in operation, and steel employment has 
fallen to half of what it was in 1984. 

Since 1980 the steel industry has lost over 
$8 billion and 15 steel companies have gone 
out of business since 1977. Despite this de
cline, since 1977 industry reinvestment and 
modernization has exceeded $14 billion, in
cluding $3 billion in the last 2 years. Unfortu
nately, since 1980, the industry's equity has 
declined from $15.4 billion to $6.8 billion. 

Some economists will tell you that, so be it, 
economic survival goes to the strongest. 

It is not that simple, America needs and 
must have a basic steel industry. 

The erosion of the steel industry must be 
brought to a halt and here is why: National de
fense. 

Current U.S. steel production is approxi
mately 88 million tons annually. Eighty-eight 
million tons still provides enough steel produc
tion to meet current mobilization requirements. 
However, as domestic steel production contin
ues to decline so too will our ability to meet 
future defense requirements. If it were only a 
question of economics, we could purchase the 
ships, planes, and tanks overseas. But Con
gress has made the decision that thjs country 
needs a strong, adequate defense industrial 
base. That decision applies to steel. 

Steel represents only one aspect of a much 
larger problem. 

Many people, including some Members of 
Congress, will tell you that the country no 
longer needs an integrated steel industry. 
They contend that Third World developing 
countries can better provide for our steel 
needs. Chiefly, the argument goes, it's be
cause they have the newest technology and 
lower wages and can therefore produce steel 
cheaper. 

Resounding evidence shows that develop
ing countries follow the example of the post 
WWII reconstructed countries like Japan and 
Korea and Western Europe. They all begin by 
shipping steel into the U.S. market, followed in 
short order by exports of steel-using products 
such as automobiles and appliances. 

The chairman of LTV Corp., Mr. Ray Hay, 
noted in testimony before the Steel Caucus, 
that 50 percent of the steel consumed annual
ly in the United States comes from overseas. 
That's the result of direct and indirect steel 
imports. 

Increased direct and indirect steel imports 
impact not only the domestic steel industry, 
but also our steel-using industries. Loss of our 
basic industries can only result in the loss of 
the Nation's industrial base, a lowering of our 
standard of living and economy, while posing 
as a threat to our national security. 

There is sometimes criticism of what the 
steelworkers in this country are paid. 

Since 1983, the steelworkers of this country 
have given back over $1.4 billion in wages 
and benefit concessions. Some people will tell 
you that it is simply economics, foreign pro
ducer's lower labor cost enable them to 
produce steel cheaper. If the United States 
gives up its raw steelmaking capacity, retain
ing only the rolling mills, the industry's contri
bution to the Nation's gross national product 
will be reduced by 40 percent. In addition, the 
impact on the country's workers will be devas
tating-lower wage jobs, and not just for 
steelworkers, but for all workers in manufac
turing. As the country's manufacturing base 
declines so to will national income. Remem
ber, as revenue declines, GNP declines, the 
Federal deficit grows and the Nation's eco
nomic growth vanishes. 

Why do we need basic industries like steel? 
Because they are the core of this Nation's 
economy. 

The steel industry has taken extreme meas
ures to get back into the ball game-especial
ly in the areas of reducing costs and meeting 
new quality standards. The result has been 
streamlined work practices and a reduction in 
man-hours per ton that keeps the American 
steel industry the most productive in the 
world. 

In October 1984, the President implemented 
a steel policy that called for the negotiation of 
steel voluntary restraint agreements with our 
principal steel trading partners. Since the VRA 
Program was put into effect, agreements with 
17 countries have been concluded covering 
81 percent of all steel imports. 

The members of the House Steel Caucus 
have been diligent in monitoring the progress 
of the steel program. In the past 18 months 
we have met repeatedly with members of the 
Cabinet, the steel companies and the United 
Steelworkers to ensure continued implementa
tion of the VRA's and to identify potential 
problems areas as they arise. Our efforts have 
led us to identify two major threats to the con
tinued success of the program and the steel 
industry-circumvention of the VRA's and 
rising steel imports from non-VRA countries. 
The most substantial increase in steal imports 
have come from Canada, Taiwan and 
Sweden. 

The legislation I am introducing today, and 
the companion bill that was introduced in the 
Senate last week, will directly resolve these 
problem areas by: 

First, requiring that all steel entering the 
United States from non-VRA countries be allo
cated to the country where the steel was 
melted and poured, regardless of where the 
final finishing operation is performed. 

Second, allows 90 days for concluding a 
separate VRA with Canada, Taiwan and 
Sweden. 

Failure on the part of the countries to con
clude a VRA will result in their steel imports 
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automatically being limited to 70 percent of 
the level of their steel imports during the 12 
months preceding the implementation of the 
steel VRA Program on October 1, 1984. 

This legislation will effectively stabilize all 
steel imports from Canada, Taiwan, and 
Sweden at 2.64 million tons annually. These 
restrictions will mean an additional 1 .4 million 
tons of production for domestic steel produc
ers and bring the level of steel import penetra
tion closer in line with the 20.2-percent level 
established under the steel VRA Program. 

Steel marks the test on which the future of 
American industry will be determined. Our 
basic industries are the foundation of the 
country's economy. It is our basic industries, 
our growth in manufacturing that has fueled 
the economic growth and prosperity that we 
have come to know and expect. 

This country needs it basic industries. We 
need a strong steel industry. 

If we maintain the foundation that our basic 
industries provide, then we will continue to 
have an economy as strong as steel. 

TAX REFORM 
The SPEAKER pro tempore. Under 

a previous order of the House, the gen
tleman from lllinois [Mr. CRANE] is 
recognized for 60 minutes. 

Mr. CRANE. Mr. Speaker, tonight 
my distinguished colleague, the gentle
man from Texas [Mr. ARcHER] and my 
distinguished colleague, the gentleman 
from Minnesota [Mr. FRENZEL] and I 
want to add further remarks on some 
of the problems that we perceive in 
this pending tax bill that will be up 
before us tomorrow morning. 

The tax bill was originally the cre
ation of many people who for years 
had commented on the Byzantine 
aspect of our existing code, a code so 
complicated that even average citizens 
were almost reduced to dependence 
upon professionals to fill out their tax 
forms and there was a crying need, ob
viously, for simplification of that code. 

In addition to that, we read in news
paper accounts of the unfairness of 
the existing code. There was the clas
sic illustration of GE making $6% bil
lion in profits a couple years back and 
getting a $283 million tax rebate, 
when little Mom and Pop operations 
were forced to pay taxes. Thus, there 
was a great attraction to trying to es
tablish some degree of equity and fair
ness in the code. 

In addition to that, we could see 
with some of our growth figures that 
there were additional incentives that 
might be provided in the code to guar
antee that we would have more dy
namic economic growth, that we could 
have increased job creation and the 
fringe benefit of that, of course, is 
more people employed, and thus a 
greater revenue base for the Govern
ment, not that increasing revenues in 
this town was the objective, but clear
ly this would be a desirable objective, 
too; so simplicity, fairness and growth, 
were kind of the code words that at-

tended the President's legitimate call 
for a revision of the code that would 
address these three fundamental 
points. 

Unfortunately, somewhere on the 
way to tax reform we made a detour. 
We made a detour not necessarily, I do 
not think, because Members conscious
ly wanted to depart from the guide
lines that the President had set forth 
to open up the parameters of the 
debate, but in the nitty-gritty of 
trying in a climate of intense pressure 
to produce a comprehensive sweeping 
reform of the entire code, inevitable 
political concessions ended up being 
made. In fact, that finally resulted in 
the conferees back in August of this 
year reporting out a document that 
they had never seen, a document in 
fact that did not exist, a document 
that I have been told is still in the 
process of technical revision right now 
on the eve of our having to vote on 
this tax bill tomorrow. 

The document produced two vol
umes, weighty volumes here, the 
report of the managers, the interpre
tation of the managers and the bill 
itself coming to some 2,000-odd pages. 
That scarcely represents tax reform if 
you are talking about simplicity of the 
code. 

As my distinguished colleague from 
Texas is prepared to comment, I would 
like in fact to invite the gentleman to 
tell all of our colleagues just exactly 
what he was told by the professionals 
who had work with the code, and I 
happily yield to the gentleman from 
Texas. 

Mr. ARCHER. Mr. Speaker, if the 
gentleman will yield, many of the pro
fessionals who have helped put this to
gether and have done I think a very 
good job considering the pressures 
that they have been under have seri
ous misgivings about the workability 
of many of these provisions. 

They in addition recognize the haste 
by which it was put together has left 
many ends untied and actually mis
statements that will go into the law 
compared to what was intended. 

The point I wanted to make, though, 
and I thank the gentleman for yield
ing, is that these 2,000 pages of this 
document will not be the new law. 
They will be added to the existing law 
and will not replace the existing law. 

The existing law, as I mentioned the 
other night, is something like 3,837 
pages; so this will be added to that to 
make a much more complex body of 
law, not to speak of the IRS regula
tions, the massive IRS regulations 
that will have to come in the after
math of this and have to be digested 
for people to understand. 

Now, let us quickly say yes, there is 
simplicity in this new reform bill for 
those people who are dropped from 
the rolls, those low-income people who 
already have the simplest return to 
file will not have to file a return at all; 

but you could say the same thing 
about the system today, that an indi
vidual who does not have to file a 
return has a simple return under the 
current code. 

The question is, What is going to be 
the impact on those people who have 
to continue to file a return? 

I thank the gentleman for yielding. 
Mr. CRANE. Mr. Speaker, I thank 

the gentleman for his contribution. I 
would wholeheartedly concur that we 
met the criterion of simplification for 
6 million who never should have been 
on the tax rolls anyway if we had had 
indexation of the Tax Code over the 
past 50 years. They are people who are 
workers in such low-income brackets 
that they should be encouraged, not 
discouraged, by application of the Tax 
Code and in part because of the dete
rioration of the purchasing power of 
the dollar and bracket creep these 
people ended up as taxpayers; but that 
is about the extent of tax simplifica
tion, because as my colleague from 
Texas notes, the truth of the matter is 
this has created an infinitely more 
complicated body of law. 

I think something for folks to recog
nize is that back in 1984 we passed a 
relatively modest $50 billion tax in
crease over a 3-year period and I read 
recently where one paragraph of that 
1984 law has already produced 126 
pages of interpretations. 

Now, I made the statement at the 
time we debated the House version of 
this so-called tax reform, if that is the 
case this Chamber will not accommo
date over the next 25 years the body 
of interpretations that will be applied 
to what we are contemplating here to
morrow. 

This is another disturbing aspect of 
engaging in something so sweeping 
and so complicated and so little under
stood as this is. 

The truth of the matter is, there will 
not be a single Member of this body 
who will have read these documents 
when we are asked to vote on them to
morrow anymore than the conferees, 
the people responsible for reconciling 
House and Senate differences had any
thing to look at when they cast their 
vote last August. There was no docu
ment. 

We have the document now and con
sidering the time constraints, even if 
one were to sit up the remainder of to
night in anticipation of that debate to
morrow, there is not going to be any 
Member who has read it, and that is 
not as disturbing as it sounds, because 
we would not understand it if we read 
it anyway. 

Mr. FRENZEL. Mr. Speaker, will the 
gentleman yield? 

Mr. CRANE. I am happy to yield to 
the gentleman from Minnesota. 

Mr. FRENZEL. On that matter, Mr. 
Speaker, I would like to state that it is 
no pleasure for the gentleman to come 
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here late at night and address empty 
chairs, but the gentleman is doing this 
body and the country a great service 
for letting our Members know, if they 
choose to watch or to read that which 
we say and do here tonight, some of 
the things that are wrong with this 
tax bill. 

The bill has been promoted as being 
an unvarnished advantage, an unre
strained asset. There are some good 
things in it, but the gentleman has 
pointed out correctly that the prepon
derance of disadvantage far outweighs 
the advantage in the bill. 

The people in the Congress, like the 
gentleman from Illinois who carry the 
burden of knowledge of what is in this 
bill, are willing to spend the time to 
inform empty chairs and others, we 
hope, of the things that are clearly 
wrong in this bill and are the reasons 
why it should not be supported. 

I thank the gentleman for taking 
the time to do it. 

Mr. CRANE. Mr. Speaker, I thank 
the gentleman for his contribution 
and for his hours of labor in behalf of 
trying to sift through to determine 
just exactly what it is we are going to 
be asked to render a judgment on to
morrow. 

I think there are no individuals who 
have devoted more time trying to un
derstand what is contained in these 
two documents more than my distin
guished colleagues from Minnesota 
and Texas; yet for all of that, we will 
be years in learning what hidden little 
things may be in there. 

There was the case in point of the 
article in the New Republic of a little 
provision in that code on like page 646 
and it was paragraph 842, or whatever , 
subparagraph (H ), subparagraph 4, 
dealing with t he constriction of tax 
exempt municipal bonds and said that 
there would be this restriction, except 
for those communities that met the 
criteria contained in section 235, sub
section <B>, subsection 5, and so you 
jumped a hundred pages back in the 
bill and here it said the exception to 
this restriction would be communtites 
of 2¥2 million or more, and as the New 
Republic said, and they added an 
American baseball team facetiously, 
that they noted that brought us down 
to three cities. Now we are talking 
about New York City, Chicago, and 
Los Angeles. 

Then there was another provision 
that said they must also conform to 
the guidelines contained in section 
1022, subsection <G>, subsubsection 4, 
and so you jump 175 pages forward in 
the bill and here it explained that 
these cities had to be in States that 
ratified a new constitution in the pre
cise way that my home State of Illi
nois did. 

As a result, even if you go through 
this bill, unless you are a Sherlock 
Holmes, you cannot necessarily know 
what all these references are alluding 

t o. I do not know h ow much may be in 
there. I am sure tax sleuths will work 
their way through that bill at some 
future date and we may find all kinds 
of unrevealed goodies and dispensa
tions for certain interests that found 
their way into the bill. 

Maybe one might legitimately argue, 
well, that is politics, that is the way 
you develop a consensus. You have got 
to make concessions to this group and 
that. All I am suggesting is that there 
is more in this bill than meets the eye. 

In fact, in making reference to more 
than meeting the eye, to reassure our 
colleagues that this is not a partisan 
issue, the Democratic Study Group 
prepared a document, a special report 
on the tax agreement, pluses and min
uses. In going over some of the min
uses in the bill, I have got to commend 
the research talent of the DSG for fo
cusing on some of the things that we 
have been alluding to in previous de
bates on the subject. 

The sales tax deduction, as we know 
and probably most of our colleagues 
are aware, this measure repeals the 
itemized deduction for State and local 
sales taxes. The unfortunate aspect of 
this is that not all States tax the same 
way. We have a State income tax in 
our home State of Illinois and that is 
deductible, the State income tax, but 
in States that have not resorted to 
income taxes, as our colleague from 
Washington who was in the well earli
er made reference to, those States 
have relied instead on sales taxes and 
excise taxes. Because of the absence of 
a State income tax, they have been 
able to get constituent support for 
higher sales taxes than we have in my 
home St ate, but none of those taxes 
are going to be deductible. 

In addition t o that the consumer in
t erest deduction is another thing that 
the DSG report focuses on. They 
noted that these consumer interest de
ductions will be eliminated under the 
provisions of this new code. 

Now, stop and ask yourselves the 
question, who in our society is most in
clined to be taking advantage of con
sumer interest deductions? I will argue 
and I think I can easily generate the 
proof of this point that people with 
lower incomes are the ones who tend 
to be those who buy on time. 

0 1950 
The wealthy in our society do not 

have to, and the not so wealthy do not 
have to. 

I was indoctrinated as a youngster to 
believe that it was improper to take on 
debt. My wife and I had to in the pur
chase of our house, but otherwise we 
delayed our gratifications, whether it 
was purchase of furniture, appliances, 
or even automobiles, until we had the 
cash. But we are living in a different 
society in the post-World War II era, 
and there are many people out there, 
working people in lower income levels, 

who are the beneficiaries primarily of 
the consumer-interest deduction. They 
are going to feel a great deal of pain as 
a result of losing that in this code. 

We made mention before, but it 
bears repeating, of another provision 
in this tax change, that dealing with 
apartment housing and renters. Once 
more, who tend to be the renters in 
our society? People in lower-income 
brackets, that tend to rent. By chang
ing the treatment of passive losses and 
the encouragement of investment in 
the construction of multifamily hous
ing, the projections are that there will 
be a halving of the construction of 
multifamily housing next year, which 
will impact on the building and con
structions trades, but aside from that, 
it is going to create a smaller pool of 
available rental space, and the demand 
will continue to go on as it has, and 
this can only have the consequence 
that Martin Feldstein referred to in an 
article which he did on this subject of 
pushing the rents of these apartments 
up. 

He is projecting a 10- to 15-percent 
increase in rents next year alone. He 
noted in his article that the couple 
making $25,000 a year and paying $500 
in monthly rent may enjoy a $20-a
month reduction in their taxes, but 
they can anticipate a $50- to $75-a
month increase in their rents. So once 
more, how have we provided for the 
low-income in our society, or middle
income, not to mention the ability to 
use your Visa card and put your house 
up as collateral if you are a homeown
er and get a line of consumer credit 
that is deductible? Again, that oppor
tunity is denied to that individual who 
rents. 

Mr. ARCHER. Mr. Speaker, will the 
gentleman yield? 

Mr. CRANE. I yield to the gentle
man from Texas. 

Mr. ARCHER. I thank the gentle
man from Illinois for taking this time 
tonight and giving us an opportunity 
to further explain some of the aspects 
of this bill. 

The gentleman touched on two, in 
the denial of consumer interest and 
the increase that can be expected in 
the cost of rents for those who live in 
apartments. 

The chairman of our committee, the 
gentleman from Illinois [Mr. RosTEN
KOWSKI], said on national television 
during an interview with Peter Jen
nings at halftime on the football game 
on Sunday, in answer to a question, 
that yes, rents could go up under this 
bill. So it is not just those of us who 
have the great concerns about the bill 
who are saying this, even those who 
are proponents of the bill talk about 
increased rents. 

It is an interesting thing. There is an 
interrelationship between the con
sumer interest in increased rents that 
is a terrific disadvantage and discrimi-
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nation against the individual who has 
to rent and does not own his own 
home, because if you own your own 
home, as the gentleman mentioned, he 
has the opportunity under some of the 
new creative financing that is already 
being planned to go down and take a 
second mortgage on your home and be 
issued a special credit card. You can 
then take that credit card and buy any 
consumer item that you wish, and 
deduct the interest on your purchase. 
But the individual who is renting an 
apartment does not have that oppor
tunity. So the apartment renter is 
caught on the first hand of having his 
rents increased beyond the amount of 
his reduction, and in addition not 
being able to take advantage of the de
ductibility of consumer interest. 

I thank the gentleman for giving me 
an opportunity to add that on. 

Mr. FRENZEL. Mr. Speaker, will the 
gentleman yield? 

Mr. CRANE. I yield to the gentle
man from Minnesota. 

Mr. FRENZEL. Mr. Speaker, I think 
that this is a very important point. At 
the beginning of this discourse those 
of us who oppose the tax bill, repre
sented by the gentleman from Illinois 
[Mr. CRANE], indicated that one of the 
advantages of the tax bill is that it 
takes lower income people off the Tax 
Code who probably never should have 
been on there in the first place, and 
we like that from a standpoint of 
social justice. From the standpoint of 
administering the Tax Code it prob
ably is not efficient to collect taxes 
from many of them anyway. 

The kicker is the Martin Feldstein 
statement that the gentleman from Il
linois mentioned. That is, your rate of 
increase in rent is likely to be twice 
the rate of reduction of your taxes, 
and the hard-dollar increase in rent in 
the case noted is probably an average 
case. So the consumer-the renter, in 
this case-is going to find that his 
rental increase is twice as many dol
lars as his tax cut. Therefore, while we 
concede the fact that it is good to get 
lower income people off the tax sched
ule, we would argue very strongly that 
it is not a very good idea to take them 
off the tax schedule by means of rais
ing their rent by twice as much as 
they saved in taxes. 

Mr. CRANE. I thank the gentleman 
for that contribution. 

Mr. Speaker, let me touch upon an
other aspect of this bill that certainly 
affects many interests. I attended 
graduate school after I got out of the 
Army, and got married at about the 
same time. My wife and I were John
son poverty cases by definition. 

I was fortunate in that beyond my 
G I bill I also was able to secure a 
scholarship. That scholarship went 
very far in those days toward putting 
food on the table and helping to pay 
the rent and commuting expenses. But 
under the provisions of this bill, schol-

arships now can be taxed above and 
beyond what is strictly confined to tui
tion and fees. This seems to me once 
more to be counterproductive. Obvi
ously these scholarships are awarded 
to assist people in need, and here we 
have taken another backward step. 

There is yet another provision in 
this code affecting education, and I 
was discussing it with some alumni of 
my alma mater, Hillsdale College up in 
Michigan. It has to do with the treat
ment of the contributions of people to 
support their alma maters. Under the 
provisions of this code, if, for example, 
you bought stock at $50 a share, and 
that stock is now worth $1,000 a share, 
and you want to contribute that to 
your local university or your alma 
mater, you can only deduct it on the 
basis of what you originally paid for 
the stock, $50 a share, even though 
the current value may be $1,000 a 
share. 

Some of the folks who were present 
said, "Well, what can you do?" 

I said, "Well, what you can do is sell 
the stock at today's value, $1,000 a 
share. Unfortunately, most of those 
people will take a 33-percent capital
gains whack. In other words, Uncle 
Sugar is going to take a third of your 
contribution to your alma mater or to 
your local university or college. 

Again, with all of the efforts that we 
have made to pour money into the 
promotion of education, it seems that 
this is a backward movement in terms 
of arriving at the objectives that we all 
believe in, and it is certainly not what 
I think the overwhelming majority of 
the Members intended to do in once 
more pursuing those goals of fairness 
and simplification and growth. 

In addition to that is the marriage
penalty deduction. That special deduc
tion was designed to help offset the 
marriage penalty for the two-earner 
couples. That has been repealed in 
this legislation. That has been a hot 
issue that we have debated about for 
years, about the fundamental inequity 
of penalizing people for marriage. 
Once more we are taking a backward 
step in a counterproductive, unfair 
way. 

Mr. FRENZEL. Mr. Chairman, will 
the gentleman yield? 

Mr. CRANE. I yield to the gentle
man from Minnesota. 

Mr. FRENZEL. Mr. Chairman, I 
want to go back to gifts of appreciated 
property to charities, and indicate 
that an association of colleges and uni
versities hired a study group to deter
mine how much this feature would 
cost them in assets which might be 
otherwise given to them. Over the 5-
year period the amount was $600 mil
lion. 

0 2000 
That is peanuts in the total scope of 

this multibillion dollar bill. But to 
your local college, or the one you at-

tended, or your land grant college 
which will be denied the gift of appre
ciated stock, of the business, of the 
farmer, or friends of those institutions 
who may want to contribute, this will 
be a real death blow to take $600 mil
lion out of the function that ~ost soci
eties consider to be the highest and 
most noble within that society. Why 
in heaven's name would we hurt 
higher education for the tiny revenue 
costs of a few hundred million dollars, 
which is absolutely inconsequential in 
the total scheme of this bill? 

The answer is that this feature is 
simply mean-spirited, and really does 
nothing to help lower the rates. All it 
does is spread some of the suffering 
around and retards the function of 
higher education. 

Mr. CRANE. I thank the gentleman 
for his contribution again. 

Yet another area of losses for ordi
nary taxpayers spelled out by the 
Democratic Study Group's report on 
this tax bill is the medical expense de
duction. Medical expenses are a terri
ble thing and no one likes to contem
plate ever being confronted with 
them. But we had the misfortune of 
having a daughter involved in a terri
ble auto accident a couple of years ago 
and larger than usual medical ex
penses, something that every family at 
one time or another is probably con
fronted with. We allocate huge sums 
of money to provide for health care, 
and we have all noted that the deduc
tions under Medicare have increased 
through the years, and as a conse
quence it has made it increasingly dif
ficult for individuals to take care of 
their health care needs. 

Once more, this bill moves in the 
wrong direction. Under existing law 
taxpayers can take an itemized deduc
tion for medical expenses in excess of 
5 percent of their adjusted gross 
income. This conference agreement 
moves that up 50 percent, to 7 V2 per
cent of adjusted gross income. I think, 
again, with the best of intentions, I am 
sure, this tax bill, in its zeal to achieve 
at any and all costs the goal of reve
nue neutrality, neglected in the proc
ess consideration of fairness or sound 
social policy. 

In addition to this, there is another 
inadvertent provision in here. Under 
existing code we have an extra person
al exemption for the elderly, and this 
measure repeals the additional person
al exemption for the elderly and the 
blind. How consistent is this with 
sound social policy? Once more, I 
would argue in the determination to 
achieve revenue neutrality they lost 
sight of proper social values that we 
have recognized through other aspects 
of legislation. 

Yet another one that the Democrat
ic Study Group focuses on as losses for 
ordinary taxpayers is income averag
ing. Income averaging may not be that 
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defensible for people in a lot of profes
sions, or maybe if you win the Illinois 
lottery or something like that. But, on 
the other hand, you take the plight of 
the American farmer today. The 
American farmer, we all know, has 
been suffering enormously because of 
world prices for his products. We have 
seen a fall off in markets worldwide 
for our agricultural produce. We wit
nessed this year the horrible droughts 
in our Southeastern States where 
those farmers had to plow under the 
com that they planted early in the 
spring. In my home State of Illinois, 
by contrast, we had adequate rain and 
sunshine, which blessed our farmers, 
and they came in with the most enor
mous bumper crop in the history of 
our State. Sad to say, their bumper 
crop production did not help them. 
That has the tragic consequence of de
pressing farm prices. 

That farmer is one who more than 
any other in our society may suffer 
through a number of lean years and 
then suddenly get a good year. Under 
existing law, he can average out his 
good years against the bad years, and 
thus reduce his total tax consequence. 
And if anyone is deserving of preserva
tion of income averaging, it has to be 
the American farmer, and yet that was 
stricken from the legislation at a time 
when, as I say, our farmers are hurt
ing to perhaps an unprecedented 
degree since the Great Depression. 

If that were not enough to hit the 
farmer with, there is repeal of the in
vestment tax credit. Farming is an ex
tensive enterprise today, and to com
pete successfully you have to make 
major investments in heavy equip
ment. The farmer also lost that. 

The capital gains treatment to take 
the maximum capital gains rate from 
20 to 33 percent, as this legislation 
does, once more works to the disadvan
tage of the farmer as well as his loss of 
his consumer interest deduction, be
cause farmers, like others, do purchase 
on time. 

Mr. BROWN of Colorado. Mr. 
Speaker, will the gentleman yield? 

Mr. CRANE. I am happy to yield to 
my colleague from Colorado. 

Mr. BROWN of Colorado. Mr. 
Speaker, I thank the gentleman for 
yielding and want to commend him for 
taking this special order to discuss the 
tax bill. I would like to address some 
inquiries to him, if I may, if the gen
tleman is willing. 

Mr. CRANE. Certainly. 
Mr. BROWN of Colorado. I under

stand the bill does away with different 
treatment of capital gains. Under the 
old law, of course, capital gains were 
treated with a different tax rate, a 
better treatment than ordinary 
income. My understanding is if you 
have capital gains now that they are 
treated just as ordinary income. 

Would the gentleman tell me what 
happens with capital losses? Would 

they, under this treatment, be accord
ed as a deduction against ordinary 
income just as gains are added toward 
ordinary income? 

Mr. CRANE. To the best of my 
knowledge, and I will stand corrected 
by either of my two colleagues on the 
committee, capital losses are still de
ductible. 

Mr. ARCHER. If the gentleman will 
yield, capital losses will be treated dif
ferently than capital gains. Capital 
gains are treated exactly like ordinary 
income under this tax reform bill, but 
capital losses have neither fish nor 
fowl characteristics. They will not be 
deductible against ordinary income, 
even though capital gains are treated 
as ordinary income, only to the extent 
that they exceed $3,000 a year. So if 
you have a capital loss and no capital 
gain, you can deduct that loss up to 
$3,000 as your ordinary income. If you 
have capital gains, obviously you can 
offset a capital gain by a capital loss, 
dollar for dollar. But if you have a 
year where you take a significant 
amount of capital losses, the most you 
can take against your other ordinary 
income is $3,000. 

Mr. BROWN of Colorado. If I under
stand what the gentleman is saying, it 
is that if you have a gain, the Govern
ment wins with taxable income, and if 
you have a loss, the Government wins 
because it limits the amount you can 
offset from your income? 

Mr. ARCHER. That is absolutely 
correct. 

Mr. CRANE. The Government wins; 
you lose. 

Mr. BROWN of Colorado. So you 
could, in effect, have a real loss, not a 
paper loss, but a real loss on capital 
gains and only be able to deduct $3,000 
of it during the year, and not the 
other parts of your real loss? 

Mr. ARCHER. In fairness, I must 
say that you are entitled to carry that 
loss over at $3,000 a year. If you live 
long enough, you can ultimately per
haps take advantage of it. But at the 
time value of money, it shrinks in 
what it is worth to you. 

Mr. BROWN of Colorado. It is really 
kind of a heads-they-win, tails-you-lose 
kind of situation. 

Mr. FRENZEL. Will the gentleman 
yield to me? 

Mr. CRANE. Yes, indeed. 
Mr. FRENZEL. I think the flower of 

our Tax Code or the crown jewel in 
our tiara has been the capital gains 
tax. We have been able to stimulate 
investment and entrepreneurial spirit 
in the United States through that. 

As far as I am concerned, the best 
tax bills I ever voted for were in 1978 
and 1981 when we lowered the capital 
gains tax and made it a greater differ
ential. Now, in this bill, the gentleman 
from Colorado has pointed out there is 
no more capital gains tax. The only 
problem is you lose twice if you have a 
capital loss. 

I would like to make the further 
point that most capital gains in our in
flationary society are inflationary and 
not real gains, and therefore, what 
used to be a capital gains tax was 
really a tax on capital. Now our tax on 
capital has become a regular income 
tax with no differential. So you lose 
three times in the new scheme of 
things, and the ultimate losers are the 
people of the United States because 
they are the ones that are going to see 
less capital accumulation, less savings, 
less economic activity, less jobs as a 
result of this assault on the capital 
gains provision. 

Mr. CRANE. If I could add a further 
point to this, and it is one that I think 
all of our colleagues ought to take to 
heart and consider addressing in that 
first improvement or corrections bill 
that this body considers, in this meas
ure we fail to index capital gains. 

0 2010 
And they are treated as regular 

income. I saw a report the other day 
that if you had put $10,000, in 1966, 
into the Dow Jones averages today 
that would be worth $24,000; but if it 
were to be comparable in value to the 
$10,000 you initially invested, it would 
have to be $36,000. 

As a result, this failure to index cap
ital gains while simultaneously treat
ing them as regular income is one of 
the major immediate deficiencies that 
hopefully this body in its infinite 
wisdom will see fit to remedy as quick
ly as we can reconvene a tax panel, to 
try and apply any correctives if, perish 
the thought, this legislation passes to
morrow. 

Mr. BROVlN of Colorado. If I under
stand the example the gentleman just 
gave, in that circumstance in real dol
lars the taxpayer would have had a 
real loss of $12,000 but he would be 
taxed as if he had had a gain of 
$14,000. 

Mr. CRANE. Of $14,000; yes, indeed. 
Mr. BROWN of Colorado. One other 

question, if I may, Mr. Speaker. 
I understand that this bill speaks to 

the problem of offsetting earned 
income with passive losses, and pre
vents-one of the good things it does is 
it prevents or stops the incentive to 
invest in investments that will lose 
money on the paper basis as a tax gim
mick to offset earned income. 

Let me ask the gentleman: What 
about passive investments that have a 
real loss? Which were not simply en
tered in for tax reasons but the invest
ment unfortunately turns out to not 
do well, and there is a genuine loss. 
How are those treated? 

Mr. CRANE. That taxpayer cannot 
deduct that loss from earned income, 
from wages, salaries, dividends, inter
est, and so forth. As a result, he is 
going to suffer, and in fact there are 
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ramifications of this that go beyond 
just his personal suffering. 

A lot of those investments, some of 
them as the gentleman from Colorado 
[Mr. BROWN] has already indicated, 
may have been entered into not neces
sarily with the expectation of getting 
a return, hopefully maybe some years 
out, and I am thinking of investments, 
say, in office construction and certain
ly in the early years you do not antici
pate having a 65-percent occupancy 
rate. 

That taxpayer currently enjoyed de
preciation of the property; he enjoyed 
his losses, the deductibility of his 
losses from regular income; it was a 
sheltered investment. 

The truth of the matter is, I have 
never thought highly of that provision 
of the code, but on the other hand, 
what is so incredibly offensive in this 
particular tax bill we have under con-

. sideration, that man is going to be 
hammered retroactively-it is not a 
case of saying, come January 1, 1987, 
we are going to eliminate those oppor
tunities, and taxpayers henceforward 
cannot get into them. That is a retro
active application of the code in a way 
where it may have been a legitimate 
investment and a loss was sustained, as 
you indicated; but on the other hand 
even if it were not it is inconscionable 
to apply new rules today that have a 
retroactive application. 

For goodness sakes, I certainly have 
tried to teach my kids to keep their 
word, and I think that we have 
enough of a credibility problem in this 
town and more specifically in this 
body without suddenly telling folks 
that, "You abided by the rules, you 
did the honest thing, we created those 
ground rules to encourage you to do 
that sort of thing, but now, sucker, 
you fell for it and you believed us, and 
we got ya!" 

The fact of the matter is that what 
many are anticipating, in a number of 
these investments, is that those indi
viduals, still faced with a prospect of 
losses on into the future will default. 

Now, who gets hammered if that 
occurs? It is our financial institutions. 
Chairman Edwin Gray noted that 
they anticipate over the next 18 
months, and this was in the paper just 
yesterday, over the next 18 months, 
250 S&L's going belly up in this coun
try, and that will require $26 billion in 
Federal savings and loan insurance to 
cover the losses to depositors, and 
they do not have that kind of money. 

That is before they may get stuck 
holding a piece of property that some
one invested in and walked away from. 
In addition to that, if you look at the 
banks, the Chairman of the Federal 
Deposit Insurance Corporation noted 
just recently that the number of trou
bled banks has gone from 1,150 in Jan
uary of this year to over 1,400. 

The banks are going to be left hold
ing some of those investments, too; 

but if they are over $500 million in 
assets they are also going to get ham
mered by losing their bad debt reserve 
deduction. 

This so troubled Chairman Volcker 
and even the President, who communi
cated through Secretary of the Treas
ury Jim Baker to our distinguished 
chairman of the Ways and Means 
Committee that "You must provide a 
special exemption for 20 of these 
banks scheduled to lose their bad debt 
reserve deduction because of their fear 
that they were on the verge of going 
belly up themselves." 

Imagine what kind of consternation 
that might create when the FDIC has 
exhausted half of its reserves just to 
nationalize Continental Bank in Chi
cago, and they only have the capabil
ity with their existing reserves, of 
taking over one more bank of that 
size. 

Mr. ARCHER. Mr. Speaker, will the 
gentleman yield? 

Mr. CRANE. I will happily yield to 
the gentleman from Texas. 

Mr. ARCHER. Mr. Speaker, the 
irony of the so-called troubled bank 
exception which you mention, that 
supposedly will help 20 banks who 
have 75 percent or more of their loans 
nonperforming is like trying to go 
after the horse after he is out of the 
barn. 

To be able to say, "Now you don't 
have to pay taxes" is no real benefit, 
because they are not in a taxable 
mode anyhow; they are in a loss mode. 
It might very well be better for them 
to recapture their reserves, since they 
would pay no taxes, since they have 
losses only. It is of no benefit to them 
to say ",Now you can deduct for loan 
loss reserves" when they have nothing 
to deduct it against. 

The time you have got to do this is 
when the bank is still viable and still 
has taxable earnings, in order to be a 
protection for the future. 

So I do not really understand why 
the so-called troubled bank exemption 
is going to really be that helpful. 

Mr. BROWN of Colorado. Mr. 
Speaker, will the gentleman yield? 

Mr. CRANE. I yield to the gentle
man from Colorado. 

Mr. BROWN of Colorado. Mr. 
Speaker, I know this body has ex
pressed its strong belief in IRA's as 
one of the most viable and important 
portions of the tax law to encourage 
savings; I wonder if the gentleman 
could advise me how the conference 
committee acted on our request, from 
this body, to have the IRA left alone 
and continued as it had been? 

Mr. CRANE. Well, Mr. Speaker, I 
think there was a lot of sentiment on 
behalf of trying to preserve existing 
IRA's. The conviction from the outset 
was that we probably could not go 
along with the President's-I should 
not say "we;" I am using the editorial 
we. We were in favor of adding spousal 

IRA's for nonworking spouses; what 
the President had originally called for. 

IRA's, I think the President clearly 
recognized, were one of the best things 
we have done in recent changes in our 
Tax Code. The fact is, 28 million fami
lies were into IRA's last year, to the 
tune of $250 billion. 

Now we arbitrarily defined what is 
middle income, and in our arbitrary 
definitions in conference, we said that 
is $20,000 to $50,000. And yet, under 
the provisions of this bill on a joint 
return, when you get to $40,000 the 
IRA's start phasing out, and they are 
totally gone by $50,000. 

Well, $40,000, if you have got a hus
band and wife working, is $20,000 
each. So once more, in terms of ad
dressing the concerns that the com
mittee members ostensibly had for the 
middle class, they just barely made 
the first rung of the ladder going into 
what they defined as middle income in 
their treatment of IRA's, and they 
also drastically reduced 401(k) pro
grams. 

Mr. ARCHER. Mr. Speaker, if the 
gentleman will yield before we move 
off the IRA's, the example that you 
mentioned of a couple, each making 
$20,000, or $22,000, and beginning to 
lose their IRA's, is very apt, because 
over 50 percent of the benefits cur
rently enjoyed from IRA's today will 
be eliminated by the restrictions in 
this bill. 

So less than 50 percent of the bene
fits will remain in the new tax reform 
Code if it is adopted. 

Mr. CRANE. If I may add one fur
ther point, Mr. Speaker, our colleague 
in this body from Virginia [Mr. 
SLAUGHTER] has introduced legislation 
which I am a cosponsor of and could 
not embrace more wholeheartedly, 
and that would provide a medical IRA 
so that people could anticipate provid
ing for themselves in those later years 
of life when they are most prone to 
absorb huge medical expenses. 

It was another good, positive step; 
just like the creation of the original 
IRA's, and I have had my staff work
ing, before this tax bill came up, on an 
educational IRA that you could take 
out for your youngster at birth, and 
when he reaches 18 or college age, he 
could start drawing from his IRA and 
pay taxes at that rate at that time 
and, if he saw fit not to go to college, 
simply convert that into a medical 
IRA for him for the rest of his life. 

0 2020 
These were sound principles encour

aging savings. This certainly is a com
ponent of that third criterion the 
President set forth that he wanted to 
achieve, namely growth. Yet how can 
you argue that you are promoting 
growth when you hammer IRA's? You 
hammer 401(k)'s, you take maximum 
capital gains rates from 20 percent up 
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to 33 percent and you eliminate the 
dividend exclusion? It is working di
rectly at cross-purposes with what 
were the initial objectives that we all 
agreed upon, Democrats and Republi
cans alike. This was not a partisan 
issue. I think Chairman ROSTENKOW
SKI made it clear after the President 
announced his original intention to go 
for these objectives in sweeping com
prehensive tax reform, and the chair
man, speaking as a Democrat, ac
knowledged that those were objectives 
that his side of the aisle could em
brace with as much enthusiasm as our 
side. 

Mr. BROWN of Colorado. I thank 
the gentleman for his comments. 

Mr. CR~. I thank the gentleman 
from Colorado for his questions. 

Let me comment on just a couple of 
other provisions contained in the mi
nuses for ordinary citizens contained 
in the Democratic Study Group's pub
lication and analysis on this subject. 
This has to do with unemployment 
compensation. Unemployment com
pensation payments are presently non
taxable for persons with relatively low 
income. The conference agreement 
makes such payments fully taxable. If 
you are going to acknowledge that a 
person is hurting and suffering to 
begin with, and that is what unem
ployment compensation was designed 
to address, then why do you come in 
and hammer him with this kind of a 
change in the code when the man is al
ready suffering from a reduced income 
and may yet still have all of his family 
obligations in front of him? 

In addition to this, Government pen
sions; the fact of the matter is that 
the treatment of Government pen
sions by not permitting a person to 
withdraw what he initially put into 
the program in terms of nontaxable 
dollars in the early years, and it is up 
to 3, and instead to combine that with 
his Government contribution and 
make it taxable and spread it out over 
a period of time almost strikes one as 
cynical, that with any kind of luck you 
are not going to live long enough to 
get the money out of there, the tax
free money that you contributed. This 
is not just Federal employees. This ap
plies to Federal employees back in our 
home States, policemen, firemen, 
schoolteachers. I think once more this 
is a gross violation of equity because it 
was made retroactively effective as of 
July 1 of this year. I would not make it 
effective as of January 1, 1987, but at 
the very least it should be for those 
people who are going on the payroll 
and who can now anticipate that the 
groundrules have changed. "If you 
still want to get on the team under 
those circumstances, fine." But for 
people who are making plans in antici
pation of retirement, this is a pro
found dislocation. 

I yield to the gentleman from Texas. 

Mr. ARCHER. It is even broader 
than Federal employees, Federal po
licemen, firemen and teachers; it is 
any employee who has made a person
al after-tax contribution to his own re
tirement plan, a contributory retire
ment plan. So it will pick up some 
people in the private sector that have 
been a part of that type of plan and it 
will cause all of these people to be 
double taxed on at least a major por
tion of their contributions into that 
retirement program. To me that is 
grossly unfair. 

Mr. CRANE. Again, if one looks at 
the criteria set forth, this measure 
does not live up to the charge that was 
given us by the President at the begin
ning of this whole debate. 

I know that there are components 
that the President has embraced for 
years, and I think many of us have, 
trying to move in the direction of a so
called proportional or flat tax. Cer
tainly with the advertised two-tier rate 
level of 15 and 28 percent-which is 
misleading because there is actually 
yet one more level-this is the closest 
we have come toward moving in that 
direction. . 

I would hope that this debate would 
continue and that we could anticipate 
a time before this century is out when 
we do establish the principle of pro
portional or flat-rate taxation. 

But on the other hand, to achieve 
those seemingly desirable objectives in 
this document, there was just much 
too much that was sacrificed. 

I think in trying to summarize and 
put into some context the conse
quences of a failure to embrace this 
tax reform tomorrow, one must recog
nize that the tax debate will not go 
away. Even if this is passed, we are 
going to be at the books every year 
doing revisions to that tax bill for the 
next several years and maybe each 
year for the remainder of this century. 

That being the case, in the event 
this measure is not adopted tomorrow, 
it does not mean the end of the quest 
for simplicity in the code, for fairness 
in the Code, and the progrowth as
pects in the Code. 

These are all objectives that we will 
continue to pursue and in fact now 
that we have generated this much na
tional attention and focus on the 
issue, I think the clamor will increase 
on the part of the individuals to 
achieve those objectives. 

But the things that had touched off 
the debate initially, that had people so 
exercised really were the illustrations, 
as I noted before, of injustices where 
some people paid taxes and others did 
not, and trying to achieve that kind of 
free field where everyone pays a fair 
share which can be accomplished 
through a proportional or flat tax on 
gross income, to achieve the desired 
objective of encouraging Americans to 
save and invest. 

I was in Japan in 1981 with the 
American Productivity Center. Japan 
at that time had a 20- to 25-percent 
rate of personal income going into sav
ings. Ours was down about 3 percent 
at the time. We have the lowest rate 
of savings in this country of any of the 
industrial nations of the world. 

The Japanese asked us, "Why do 
you tax interest, dividends and capital 
gains?" They said, "That would cer
tainly provide an incentive for people 
to save, and invest." They said, "We 
learned these incentives in your coun
try from economists at the University 
of Chicago who said it is counterpro
ductive to tax interest, dividends and 
capital gains. So why do you do it?" 
Well, we did not have appropriate an
swers for that any more than we did 
for some of the other questions they 
asked us about our conduct of business 
in this country, when the things that 
they were doing and doing very effec
tively they were very up-front to ac
knowledge they had learned from us 
in the first instance. 

So I would hope that looking to the 
future because of the generation of re
sponsible dialog on this subject of the 
need for tax reform, that we could go 
back to the drawing board maybe next 
year and analyze the advisability if we 
really want to promote growth, en
couraging Americans to save and to 
invest by the elimination of taxation 
of interest, dividends and capital gains. 

That antiquity in our code really 
goes back to the New Deal when our 
tax laws were designed to provide dis
incentive for saving because the econo
mists reasoned if you get people into 
savings, you are not going to have an 
economic recovery from the Depres
sion. 

So instead they provided encourage
ment for people to go into debt and 
punished you for saving. 

If you stop and think about it, if you 
take an after-tax dollar and you invest 
it in a public corporation, when that 
public corporation makes a profit, that 
dollar gets taxed twice. Then when it 
makes a dividend distribution, that 
dollar gets taxed a third-time. If you 
sell your stock and enjoy a capital 
gain, it gets taxed a fourth time. And 
the ultimate obscenity is when you die 
and they are so outraged, Treasury, 
over losing you as an ongoing produc
tive taxpayer, they come in and zap 
your bereaved spouse and loved ones 
with an estate tax. Stop and think 
about it: five hits on that same dollar. 
And we wonder why we have disincen
tives in this country to savings and in
vestment. 

Well, these are subjects, as I say, for 
an ongoing debate on tax reform. Cer-
tainly this, as I noted, is not the end of 
the road as far as our desired objec
tives. I am. confident that if the Ameri
can people are as irate on some of 
these provisions as I am convinced 
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they are, and if they are not yet, they 
certainly will be once they realize all 
of the negative impacts of this tax bill, 
our colleagues will be back here at the 
drawing boards issuing the call for 
comprehensive tax reform. 

I yield to my colleague for Texas. 
Mr. ARCHER. I thank my colleague 

for yielding. 
In the short time that is left on the 

special order of the gentleman, I 
would like to mention what the rate 
schedules are for individuals. There 
seems to be a lot of confusion about 
that. 

In this new so-called tax reform bill 
the proponents continue to say day 
after day that it is a 2-tier rate system 
with a top marginal rate of 28 percent. 
They compare that to the top margin
al rate of 50 percent in the Code 
today. I wish it were so. It does not 
happen to be true. 

I have communicated with the tax
writing experts, the staff that put this 
bill together and have been assured 
that the top marginal rate is 33 per
cent, not 28, and for a single individual 
that top marginal rate of 33 percent 
will begin on every item of taxable 
income above $43,500. It will continue 
until roughly $150,000 and then the 
dollars earned over and above that will 
be taxed once again only at a marginal 
rate of 28 percent. · 

So there are 4 tiers when this is fully 
implemented, if in fact it ever does 
become fully implemented-and I 
would like to speak to that-there are 
4 tiers, 15, 28, 33, and back to 28 again. 

Now, that is in the year 1988 and 
years beyond if in fact it survives that 
long. 

Many of my colleagues are telling 
me in private as I go around and speak 
to them that they do not think that 
rate will ever take effect because the 
rate schedules for individuals in 1987, 
next year, are going to be maximum of 
38¥2 percent top marginal rate with 5 
tiers of rates on income leading up to 
that. There are many in this body who 
today believe that that rate system 
will be frozen in place and will never 
be permitted to go in 1988 to the ulti
mate 15, 28, 33, and then back to 28. 

But let us make no mistake about it, 
middle-income Americans if they are 
lucky because 25 percent in 1988 will 
be getting a tax increase and 75 per
cent will get a tax decrease, and you 
do not know until you look at your 
return where you are going to be for 
sure; it will be a much bigger percent
age in 1987 under this higher five-tier 
rate system which they call tempo
rary. But the return, the reduction 
will be so small that it will be a matter 
of a dollar or $2 or $3 a week. That 
will be eaten up in their paychecks by 
Social Security tax increases. And per
haps more importantly, in those 
States that have income taxes, the in
creased State income tax that will 
occur as a result of this tax reform bill 

broadening all of the base on which 
the States levy their income taxes, will 
most likely eat up the other part of 
their so-called tax reduction. 

So there is a booby trap in here for 
the individual taxpayer that has not 
been talked about very much. Ulti
mately they look at their net pay
check after withholding and when 
their State income tax is withheld in a 
higher amount and when Social Secu
rity is held in a higher amount, the 
small, small reduction that they might 
get if they are one of the lucky ones 
under this bill will not be noticeable. 

So I think it is important for people 
to understand precisely how they will 
be impacted by this bill. 

I thank the gentleman for yielding. 
Mr. CRANE. I want to thank my dis

tinguished colleague from Texas for 
his contribution and especially for his 
communications with our fellow col
leagues, not just here through special 
orders, through explaining at various 
meetings we have held for the edifica
tion of many who are not as conver
sant as he is on the tax bill, and I want 
to thank my distinguished colleague 
from Minnesota for all of the hard 
work that he has put into this educa
tional effort. 

I would hope that our colleagues, 
while not present in the Chamber, 
some of them may have listened to 
some of the arguments that have been 
advanced here by the miracle of televi
sion. In the process I think they can 
develop at least the arguments that 
are valid arguments, that if they feel 
any political pressure to do a bad eco
nomic thing that defies the fundamen
tal call for tax reform based on sim
plicity, fairness and growth, that they 
will be well armed as a result of the 
contribut ions my distinguished col
leagues have made. 

Mr. Speaker, I yield back the bal
. ance of my time. 

0 2035 

TAX REFORM 
The SPEAKER pro tempore <Mr. 

GRAY of Dlinois>. Under a previous 
order of the House, the gentleman 
from Texas [Mr. ARcHER] is recognized 
for 60 minutes. 

Mr. ARCHER. Mr. Speaker, I would 
like to continue with the colloquy and 
the presentation that my distin
guished colleagues, Mr. CRANE of Illi
nois and Mr. FRENZEL of Minnesota, 
have been participating in over the 
last hour, to talk about a few more of 
the aspects of this new broad-base tax 
reform bill. 

This, as the gentleman from Dlinois 
has shown, is the 2,000-page document 
that will be voted on tomorrow. 

Some of the areas which have not 
been widely heralded are how the 
income of minor children will be taxed 
under this bill. 

If you have a minor child who has 
been given property by any relative or 
by any friend or comes as a bequest 
from a particular uncle, the income 
off of that property is rightfully that 
child's. It cannot in any way be used 
legally by the parents. And frequently 
there comes to minor children that is 
income producing so that moneys can 
be laid aside for their educational ex
penses. 

Under the current law, that proper
ty is taxed under a separate schedule 
by an individual taxpayer, namely the 
minor child. Under this new tax 
reform bill, irrespective of who gave 
the property to the child, the income 
on that property above $1,000 is going 
to be taxed at the rate of the parent, 
and that to me is grossly unfair. It pre
vents this minor child who has no say 
in the matter whatsosever from being 
able to have this money accumulate at 
his or her own individual tax rate, 
which would perhaps be a 15-percent 
rate. This, I believe, is a major change 
in the current law and is one that has 
not been spoken to before, to my 
knowledge. 

Mr. FRENZEL. Mr. Speaker, will the 
gentleman yield? 

Mr. ARCHER. I yield to the gentle
man from Minnesota. 

Mr. FRENZEL. Mr. Speaker, this is 
an important point. 

Trusts are not an important point of 
the tax reform bill. They did not bring 
in a lot of revenue that could be used 
to lower rates. There were no hearings 
on this radical change in trust tax
ation. The Trust Bar and others 
should certainly be heard on this sub
ject. 

Nevertheless, for no reason that I 
can determine, we accepted a change 
in the taxation of trust income in the 
way that the gentleman has described, 
and suddenly the whole world of 
trusts is turned upside down. 

Now, if there had been a bonanza to 
be reaped out there so that we could 
lower taxes, maybe it would make 
some sense. If there had been a show
ing of abuse, that people were shifting 
income and avoiding taxation, maybe 
it would have made sense. There was 
no such showing at any time within 
our committee. Nevertheless, the com
mittee went ahead and simply inte
grated this into the tax reform bill, al
though it could be excised without 
costing more than a few cents of addi
tional revenue. 

Mr. ARCHER. I thank the gentle
man for his comments. 

Mr. Speaker, I yield to the gentle
man from Illinois. 

Mr. CRANE. Mr. Speaker, I have 
been informed by staff, and I would 
like for the gentleman if he can 
answer this question to do so, if you 
claim any children as dependents now, 
you must get a Social Security or tax
payer identification number for any 



26072 CONGRESSIONAL RECORD-HOUSE September 24, 1986 
0 2045 children who are 5 years of age or 

older and include that number on your 
tax return; is that correct? 

Mr. ARCHER. The gentleman is cor
rect, to my knowledge. 

Again, this is an additional complex
ity that many people today have not 
had to cope with. Obviously, a 5-year
old child is not going to be entering 
the work force, and people are not 
going through all of the redtape of 
going down to the Social Security 
office and getting a number for that 5-
year-old child. 

This bill will require it if they are to 
be taken as a dependent on the tax 
return. 

Mr. CRANE. If the gentleman will 
yield further, currently if a child earns 
under $3,560, he or she does not need 
to file a return. However, under this 
bill, if the child earns over $500 and 
has $1 or more of interest, he or she 
must now file a return. 

Mr. ARCHER. That is my under
standing to be part of the new code. 

Mr. CRANE. I thank the gentleman 
for yielding. 

Mr. ARCHER. Or the proposed new 
code, I should say. 

I would also like to talk about an
other area that particularly concerns 
me. That is for those people who are 
active in operating or developing real 
estate. 

For some strange reason, in this tax 
reform bill, those people who actively 
pursue this as a business are treated 
differently than any other business 
operation in the United States. Those 
people who are farmers, those people 
who operate oil wells, those people 
who operate retail stores, those people 
who conduct any other type of busi
ness can take their business losses 
against their business income. But the 
individual who operates and owns an 
apartment house cannot take the 
losses on anything other than the 
rental income from that apartment 
house. 

If that individual has working cap
ital, has money in the bank drawing 
interest that is needed for the purpose 
of operating that venture that is an in
tegral part of that business operation, 
he or she cannot deduct the losses 
against that income unless, of course, 
it is under $25,000 a year, and then 
that is phased out at a higher income 
level. 

This is highly discriminatory against 
those who happen to be gainfully 
making their living out of rental prop
erty. They will not be able, if they 
happen to be developing real estate on 
one hand and making a profit on it 
and, on the other hand, renting prop
erty and taking a loss, be able to 
deduct their rental losses against the 
profit on their development projects. 
This is clearly discriminatory, for 
what reason I do not know, agajnts 
one particular type of operation, while 

everybody else operates under differ
ent rules. 

Mr. FRENZEL. Mr. Speaker, will the 
gentleman yield? 

Mr. ARCHER. I yield to the gentle
man from Minnesota. 

Mr. FRENZEL. The source of the 
discrimination, I think, is quite simple. 
When the Senate was fishing for a 
very low rate, it looked around as to 
where it might find it. It thought it 
found it in the so-called passive losses 
in real estate investments, but found 
they could not get enough money that 
way. So they merely defined active 
management as being passive manage
ment. It was very simple, a stroke of 
the pen, totally unfair, inconsistent 
with any kind of rational tax policy, 
and it was an exercise in money grub
bing, disadvantaging a certain class of 
American investor and manager for 
the simple reason that they needed 
more money. 

They had already prohibited short 
form filers, the poor people of the 
world, from taking charitable deduc
tions. They had already hurt educa
tion. They had already begun to tax 
the appreciated value of charitable 
contributions of itemizers. So what 
they did was simply invent a new defi
nition which was an undefinition or a 
counterdefinition. Certainly that is 
one of the things that is going to con
tribute to the raising of rents in the 
United States and the shortage of 
supply in housing. 

I thank the gentleman for bringing 
it up. 

Mr. ARCHER. The gentleman has 
made an excellent point, and I thank 
him. 

I must say that this, as well as other 
provisions in this bill, seems to be pat
terned after the type of Tax Code that 
has been used in Mexico for the last 30 
years. I am sure this country really 
wants to adopt that type of approach 
to taxation, because in Mexico all of 
the various types of endeavors are seg
mented off and compartmentalized in
dependent of one another, and losses 
from one cannot be taken against 
income from another. The results in 
Mexico, I must say, have been less 
than sterling over the last 30 years. 

I do not believe that this is in the 
best interests of the long-term 
progress in improving the standard of 
living of the people of the United 
States of America. 

As a result of this and many other 
things that we have talked about over 
last week, I will tomorrow at the end 
of debate offer a motion to recommit 
to send this tax bill back to the confer
ence committee so that it can be im
proved, so that it can be a true tax 
reform document, so that most of 
these major and grievous flaws that 
are in it will have an opportunity to be 
corrected. 

It will not be the end of tax reform 
if my motion to recommit passes. It 
will be perhaps the beginning of an ac
complishment that the President and 
I and most Americans really would 
like to see occur. True tax reform that 
does present a fair document, that 
does present a code which will be sim
pler than the current code; not more 
complex. One that takes more of the 
risk out relative to the economy and to 
the jobs of people. One which will not 
disimprove our competitiveness in the 
world marketplace, and one which 
gives us an opportunity, truly, to 
eliminate the risk of negative impact 
on our economy in the short term. Be
cause the risk of loss in this bill, in my 
opinion, is not overcome by the chance 
of gain. 

So it is that tomorrow we will debate 
and we will vote on this bill. The 
impact on millions of Americans is at 
stake. It is not all bad. If it passes, it 
will not be the end of the world for 
the United States. But if it can be im
proved, now is the time to improve it. 

Some say, "Oh, but the:re is so little 
time left in this session. To send it 
back to the conference committee 
would be the death knell of tax 
reform." Nothing could be farther 
from the truth. We have 3 months 
left; over 3 months left in this session. 
Changing the current code in an im
proved way is an important priority. 
Overwhelmed only by one other in my 
opinion and that is the deficits. That 
brings me to my last point. 

This bill, at the best, according to 
the estimators, will exacerbate the 
deficits by a revenue shortfall in 1988 
of $28 billion. Americans have spoken 
out over the last several years as to 
their view that we should move toward 
a balanced budget. They have spoken 
overwhelmingly. Gramm-Rudman was 
adopted. 

If this bill is embraced as it current
ly is revenue estimated, it will most 
certainly be the death knell for 
Gramm-Rudman's effort to move this 
country to a balanced budget in 1988. 

I thank the gentleman for partici
pating with me. I thank Mr. FRENZEL 
and Mr. CRANE. 

Mr. Speaker, I yield to the gentle
man from Minnesota [Mr. FRENZEL]. 

Mr. FRENZEL. I thank the gentle
man. 

Mr. Speaker, I want to take up on 
the point the gentleman made about 
the extraordinary shortfall, the notch 
between 1987 and 1988 where the bill 
theoretically goes from a plus $11 bil
lion to a minus $17 billion. In that 
year, according to the best revenue es
timates that we can get at this time, 
while I will concede they are the best 
we can get, I am not sure how good 
they are. 

The question I would ask is the gen
tleman has followed economic testimo-
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ny on this bill for 3 years. Most recent
ly, we have heard from the Joint Eco
nomic Committee. My understanding 
of the most recent testimony of many 
economists is that not only is the 
notch there but probably we are not 
going to realize in the outyears the 
amount of money that our estimators 
suggest we are. 

Can the gentleman comment on 
that. please? 

Mr. ARCHER. Yes; I had referred 
only to the official estimates that have 
accompanied this bill. 

Outside economists, five of which 
testified before the Joint Economic 
Committee last week. said that it was 
their projection that the estimates 
were $40 to $50 billion too high. In 
other words, that over the 5-year 
period. there would be a revenue 
shortfall of $40 to $50 billion. If that 
went equally across the years. that 
would be roughly $8 to $10 billion a 
year shortfall and would further exac
erbate these estimates which I men
tioned. 

One economist by the name of Bren
ner from Data Resources Institute. 
said specifically that his revenue esti
mates showed a $21 billion shortfall in 
1987, a $25 billion shortfall in 1988 for 
a total of $46 billion. That was the 
worst scenario that was presented to 
the Joint Economic Committee. Of 
course, $46 billion is much worse than 
$28 billion. 

Mr. FRENZEL. If the gentleman will 
yield further, I do agree with him and 
I think that not only do we have the 
notch which threatens to upset 
Gramm-Rudman and all of the targets 
which we have set. but we have a sus
picion that the case could be much 
worse than that. Neither of those esti
mates are provable at this time. But 
we have to use the best estimates that 
are available. 

If the gentleman would yield fur
ther. I have a point or two that I 
might make on the gentleman's time 
about that bill. 

We talked earlier. rather the gentle
man from Illinois [Mr. CRANE] talked 
earlier about problems for higher edu
cation. At the time I pointed out that 
represntatives of associations repre
senting higher educational groups 
have suggested that the tax bill is the 
worst catastrophe for higher educa
tion in 25 years. Mr. CRANE mentioned 
that gifts of appreciated property will 
now be taxable under our minimum 
tax system, and he mentioned further 
that certain scholarship stipends that 
formerly nurtured insipient professors 
through their graduate years would 
become taxable, therefore discourag
ing a few more of our potential teach
ers for the future. 

I would like to talk about a couple of 
other things that wreak carnage in 
higher education. The first one is the 
question of student loan bonds. These 
are tax-exempt bonds issued by States 

and the proceeds of these bonds are 
used to supplement student loans 
which come from the Federal Govern
ment. These loans in my State are ab
solutely essential if we are going to 
give any hope of achieving the Ameri
can dream to thousands of students 
who are willing to work for their edu
cation but need a little borrowing 
power provided from outside. 

This bill puts limits on these student 
loan funds which are going to restrict 
their availability in my State and 
probably in many others as well. So 
that we will have fewer students who 
are able to take advantage of the hope 
and the promise of higher education. 

One other feature that sticks out in 
my mind is the ceiling that is also 
placed on private institutions in issu
ing tax-exempt bonds, usually dormi
tory bonds or facilities bonds. The bill 
provides that these may still be issued 
and then sets on such restrictive caps 
that they probably will not be issued. 

So education gets nailed four times 
in a row. that is, higher education. I 
would remind those who might be 
watching, those insomniacs who may 
still be alive, that the gentleman from 
Washington [Mr. LoWRY] has already 
pointed out that education, that is, el
ementary t~.nd secondary education in 
his State, because of the 
nondeductibility of sales taxes, is al
ready going to suffer grievously. Not 
only in his State, but every State that 
relies on sales tax to furnish education 
to the young people of those States. 

I want to get back to pensions a 
little bit because I think that is ex
tremely important. It fits into the cat
egory that I call savings and capital 
accumulation. It is an important 
source of capital for this country, and 
it is also an imlJortant bulwark of our 
Social Security System, which, be
cause of its very existence, the pension 
system, it prevents undo pressure on a 
precariously · financed Social Security 
System to develop more and more 
money to take care of retired persons. 
A good pension and a Social Security 
System working together can provide 
reasonable comfort in old age for all of 
us we hope. 

Now, we know on the savings side 
that we have killed the capital gains 
rate. Perhaps the most serious single 
flaw in the bill and the most serious 
blow to capital accumulation. 

0 2055 
We know that we have gotten rid of 

the lTC, the most important corporate 
savings incentive. We know we have 
stretched appreciation, the next larg
est capital accumulation incentive. We 
have talked about IRA's; we have 
talked about 401(k)'s; we have talked 
about 403(b)'s. 

We have not dealt very much on 
pensions. But this bill not only reduces 
the amounts that can be set aside to 
provide guaranteed benefit pensions 

and guaranteed contributions pension, 
but worse of all, it establishes a whole 
new set of rules for pension programs. 

I would like to suggest that in the 
last 5 years, we have made major 
modifications in pension programs in 
the United States 4 years out of 5. The 
net result has been a termination of 
pension programs throughout the 
United States. 

I submit that in my State, small 
businesses are turning to their lawyers 
and actuaries and saying, "For my 5 or 
10 or 100 employees, I cannot afford 
the overhead to rewrite my pension 
plan. Therefore, I am going to kill my 
pension plan. I am going to put the 
money in the pay envelopes and every
body will get more that way." 

Everybody will, but they probably 
will not save it. As these pension plans 
go out of business for no good reason, 
some new antidiscrimination rules 
which are totally unneeded-we have 
plenty of antidiscrimination rules and 
top-heavy rules and the rest in our 
pension laws, our ERISA bills-but be
cause we have sought in this bill to 
adorn them, to augment them, it will 
mean that every pension system in the 
United States, almost, will have to be 
rewritten. 

More will go out of business meaning 
less savings for American industry, for 
investment to put American jobs back 
in motion. It means less security for 
American workers, people of all kinds. 
Worst of all, it means more pressure 
on Social Security; more pressure on 
Social Security means more contribu
tion and, again, a disincentive to work 
because of the higher cut that the 
Government takes out in the most re
gressive tax we have for our Social Se
curity payment. 

I do not know how we could make so 
many t:nistakes in one bill without 
really exercising the combined ingenu
ity of all the 200 IQ geniuses in the 
United States. One would think that 
we had tried to shipwreck America in
tentionally. I do not believe that, of 
course, but it looks to me like that is 
the result of the bill. 

Yet, we hear these wonderful 
payings of praise for tax reform. Why? 
Because tax reform is a good buzz
word. Why? Because the President is 
for it and the President is popular and 
he is a good man. Or because some edi
torialist, who has never opened the 
pages, those 2,000 pages that the gen
tleman from Texas [Mr. ARcHER] has 
decided that he or she is bored with 
the current Tax Code and that reform 
would be a nice thing. 

For those of us who have had the 
unfortunate duty to have to read this 
the results are very painful. It means 
that we have to swim upstream 
against the tide of public opinion, 
against the editorialists, against the 
academicians. We are the ones who 
have to cry out the warning. 
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This bill is a problem. It is anti

growth; it is antimanufacturing; it is 
antisavings; it is anticapital accumula
tion; it is antieducation; it is antichari
ties; it is antiexport; it is anticompeti
tive. 

Can we stand all these things? Yes, 
we can stand a few of them, or we 
could stand all of them if they were 
only modestly anti. The trouble is, the 
bill is fairly aggressively anti and it 
covers the whole range of American 
activities. 

It is not just a tax bill; it is a housing 
bill; it is an education bill; it is a char
ities bill; it is an oil-drilling bill; it is a 
manufacturing bill; it is an exporting 
bill; it is an industrial policy bill. 

Every time we make a tax decision, 
we effect a very vital dynamic function 
in American society. In this bill, we 
have effected too many of them in too 
disruptive a manner and the net result 
is going to be difficulty for the United 
States of America. 

Is it overwhelming difficulty? No; I 
do not think so. The people in the 
economy have been able to take in
sults in the past and I do not think 
this will sink it. 

But I do think it will make our life 
more uncomfortable needlessly. 
Therefore, it is my hope that when 
the gentleman from Texas offers his 
motion tomorrow to recommit the bill 
to committee, that this House will 
demonstrate the good sense that it 
sometimes shows and recommit the 
bill so that the committee can do what 
the gentleman from Texas [Mr. 
ARcHER] wants it t o do; that is, to 
repair the bill. Not kill it, because ev
erybody in this country, including us, 
wants tax reform. We just do not want 
t ax reform at a cost that inflicts too 
much pain and too much suffering on 
our economy. 

Again, I thank the gentleman for his 
contribution and for allowing me to 
participate. 

Mr. ARCHER. Mr. Speaker, the gen
tleman has made some very, very out
standing comments and hopefully we 
will have a result that will benefit this 
Nation tomorrow. 

LEAVE OF ABSENCE 
By unanimous consent, leave of ab

sence was granted to: 
Mr. YoUNG of Florida <at the request 

of Mr. MICHEL), for today, on account 
of attendance at a funeral. 

Mr. BoLAND <at the request of Mr. 
WRIGHT), for today, on account of a 
death in the family. 

SPECIAL ORDERS GRANTED 
By unanimous consent, permission 

to address the House, following the 
legislative program and any special 
orders heretofore entered, was granted 
to: 

<The following Members <at the re
quest of Mr. WALKER) to revise and 

extend their remarks and include ex
traneous material:) 

Mr. PARRIS, for 5 minutes, on Sep
tember 26. 

Mr. MYERS of Indiana, for 60 min
utes, on October 1. 

Mr. DIOGUARDI, for 5 minutes, 
today. 

Mr. CRANE, for 60 minutes, on Octo
ber 2. 

<The following Members <at the re
quest of Mr. SEIBERLING) to revise and 
extend their remarks and include ex
traneous material:) 

Mr. RAY, for 5 minutes, today. 
Mr. LAFALCE, for 5 minutes, today. 
Mr. ANNUNZIO, for 5 minutes, today. 
Mr. LEHMAN of Florida, for 5 min-

utes, today. 
Mr. LowRY of Washington, for 5 

minutes, today. 
Mr. SEIBERLING, for 30 minutes, on 

September 25 and 26. 
Mr. BEDELL, for 60 minutes, on Sep

tember 26. 
Mr. SToKEs, for 60 minutes, on Octo

ber 7. 

EXTENSION OF REMARKS 
By unanimous consent, permission 

to revise and extend remarks was 
granted to: 

Mr. DING ELL, during consideration of 
H.R. 5300, in the Committee of the 
Whole, today. 

Mr. McCANDLESs, prior to vote on 
passage of H.R. 5300, in the Commit
tee of the Whole, today. 

<The following Members <at the re
quest of Mr. WALKER) and t o include 
extraneous matter: ) 

Mr. KEMP. 
Mr. PACKARD. 
Mr. CLINGER. 
Mr. GREEN. 
Mr. HENRY. 
Mr. CONTE. 
Mr. GOODLING. 
Mr. LIVINGSTON. 
Mr. HoRTON in two instances. 
Mr. LAGOMARSINO in two instances. 
Mr. ScHULZE. 
Ms. SNOWE. 
Mrs. JoHNSON. 
Mr. DAUB in three instances. 
(The following Members <at the re

quest of Mr. SEIBERLING) and to in
clude extraneous matter:) 

Mr. COLEMAN of Texas. 
Mr. FAUNTROY. 
Mr. DoRGAN of North Dakota in two 

instances. 
Mr. ST GERMAIN. 
Mr. EDWARDS of California. 
Mr. FRANK. 
Mr. KILDEE. 
Mr. SMITH of Florida. 
Mr. ACKERMAN. 
Mr. TORRES. 
Mr. ROYBAL. 
Mr. BORSKI. 
Mr. HAMILTON in two instances. 
Mr. HoYER in two instances. 
Mr. HERTEL of Michigan. 

Mr. DELLUMS. 
Mr. CLAY in two instances. 
Mr. BRYANT. 
Mr. MILLER of California. 
Mr. WEiss in two instances. 

ADJOURNMENT 
Mr. FRENZEL. Mr. Speaker, I move 

that the House do now adjourn. 
The motion was agreed to; accord

ingly <at 9 o'clock and 1 minute p.m.), 
the House adjourned until tomorrow, 
Thursday, September 25, 1986, at 10 
a.m. 

OATH OF OFFICE, MEMBERS, 
RESIDENT COMMISSIONER, 
AND DELEGATES 
The oath of office required by the 

sixth article of the Constitution of the 
United States, and as provided by sec
tion 2 of the act of May 13, 1884 (23 
Stat. 22), to be administered to Mem
bers, Resident Commissioner, and Del
egates of the House of Representa
tives, the text of which is carried in 5 
u.s.c. 3331: 

"I, A B, do solemnly swear <or 
affirm) that I will support and 
defend the Constitution of the 
United States against all enemies, 
foreign and domestic; that I will 
bear true faith and allegiance to 
the same; that I take this obliga
tion freely without any mental res
ervation or purpose of evasion; and 
that I will well and faithfully dis
charge the duties of the office on 
which I am about to enter. So help 
me God." 

h as been subscribed to in person and 
filed in duplicate with the Clerk of the 
House of Representatives by the fol
lowing Member of the 99th Congress, 
pursuant to the provisions of 2 U.S.C. 
25: 

NEIL ABERCROMBIE, First Hawaii. 

EXECUTIVE COMMUNICATIONS, 
ETC. 

Under clause 2 of rule XXIV, execu
tive communications were taken from 
the Speaker's table and referred as fol
lows: 

4258. A letter from the Deputy Assistant 
Secretary of Defense, transmitting notifica
tion that the Department of the Navy in
tends to exclude the clause concerning ex
amination of records by the Comptroller 
General from three contracts, pursuant to 
10 U.S.C. 2313<c>; to the Committee on 
Armed Services. 

4259. A letter from the Secretary of 
Health and Human Services, transmitting 
the status and accomplishments of runaway 
centers receiving grants under the Runaway 
and Homeless Youth Act for fiscal year 
1985, pursuant to 42 U.S.C. 5715; to the 
Committee on Education and Labor. 

4260. A letter from the Secretary of 
Health and Human Services, transmitting a 
report entitled " Toward a National Plan to 
Combat Alcohol Abuse and Alcoholism", 
pursuant to Public Law 98-509, section 208 
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(98 Stat. 2363>; to the Committee on Energy 
and Commerce. 

4261. A letter from the Director, Bureau 
of Educational and Cultural Affairs, U.S. In
formation Agency, transmitting notification 
of a proposed waiver of limitation on for
eign travel by a citizen who is financed by 
grants from the Private Sector Program, 
pursuant to 22 U.S.C. 2460 nt.; to the Com
mittee on Foreign Affairs. 

4262. A letter from the Secretary of 
Health and Human Services, transmitting a 
report entitled "Impact of Medicare Pro
spective Payment System on Admissions; 
Need for Volume Adjusters and/or Pre-Ad
mission Certification," pursuant to 42 
U.S.C. 1395ww <Pub. L. 98-21, sec. 
603(a)(2)(A)); to the Committee on Ways 
and Means. 

4263. A letter from the Secretary of 
Energy, transmitting the 24th quarterly 
report on general biomass energy develop
ment, pursuant to Public Law 96-294, sec
tion 218<a>; jointly, to the Committees on 
Agriculture, Energy and Commerce, and Sci
ence and Technology. 

REPORTS OF COMMITTEES ON 
PUBLIC BILLS AND RESOLU
TIONS 
Under clause 2 of rule XIII, reports 

of committees were delivered to the 
Clerk for printing and reference to the 
proper calendar, as follows: 

Mr. WHITTEN: Committee on Appropria
tions. A report on revised allocations of sub
division of budget totals for fiscal year 1987 
<Rept. 99-872). Referred to the Committee 
of the Whole House on the State of the 
Union. 

Mr. UDALL: Committee on Interior and 
Insular Affairs. S. 1542. A bill to amend the 
National Trails System Act by designating 
the Nez Perce <Nee-Me-Poo> Trail as a com
ponent of the National Trails System. 
<Rept. 99-873). Referred to the Committee 
of the Whole House on the State of the 
Union. 

Mr. HOWARD: Committee on Public 
Works and Transportation. H.R. 5570. A bill 
to designate the U.S. courthouse and cus
tomhouse at 601 West Broadway, Louisville, 
KY, as the Gene Snyder United States 
Courthouse and Customhouse. <Rept. 99-
874). Referred to the House Calendar. 

Mr. BEILENSON: Committee on Rules. H. 
Res. 559. A resolution providing for the con
sideration on H.R. 3810, a bill to amend the 
Immigration and Nationality Act to revise 
and reform the immigration laws, and for 
other purposes. <Rept. 99-875>. Referred to 
the House Calendar. 

Mr. HOWARD: Committee on Public 
Works and Transportation. H.R. 5180. A bill 
to designate the Federal building at 111 W. 
Huron Street, Buffalo, NY, as the "Thadde
us J. Dulski Federal Building" <Rept. 99-
876). Referred to the House Calendar. 

Mr. HOWARD: Committee on Public 
Works and Transportation. H.R. 4156. A bill 
to designate the Federal building and U.S. 
courthouse to be constructed and located in 
Newark, NJ, as the "Martin Luther King, 
Jr. Federal Building and United States 
Courthouse" <Rept. 99-877). Referred to the 
House Calendar. 

Mr. HOWARD: Committee on Public 
Works and Transportation. H.R. 5446. A bill 
to designate the Federal building and U.S. 
Post Office located at 315 West Allegan 
Street in Lansing, MI. as the "Charles E. 
Chamberlain Federal Building and United 

States Post Office" <Rept. 99-878). Referred 
to the House Calendar. 

Mr. HOWARD: Committee on Public 
Works and Transportation. H.R. 5470. A bill 
to designate the Federal courthouse for the 
Eastern District of Virginia in Alexandria, 
VA, as the "Albert V. Bryan Federal Court
house"; with amendments <Rept. 99-879). 
Referred to the House Calendar. 

Mr. HOWARD: Committee on Public 
Works and Transportation. H.R. 5181. A bill 
to designate the U.S. courthouse at 68 Court 
Street, Buffalo, NY, as the "Michael J. 
Dillon Memorial United States Court
house". Rept. 99-880. Referred to the House 
Calendar. 

Mr. HOWARD: Committee on Public 
Works and Transportation. H.R. 4118. A bill 
to designate the building commonly known 
as the Old Post Office in Worcester, MA, as 
the "Harold D. Donohue Federal Building" 
<Rept. 99-881 ). Referred to the House Cal
endar. 

Mr. HOWARD: Committee on Public 
Works and Transportation. H.R. 3951. A bill 
to designate the building which will house 
the Federal Court for the Eastern District 
of Texas in Lufkin, TX as the "Ward R. 
Burke Federal Court Building"; with 
amendments <Rept. 99-882). Referred to the 
House Calendar. 

Mr. HOWARD: Committee on Public 
Works and Transportation. H.R. 5020. A bill 
to expand the U.S. Secret Service Uni
formed Division protective jurisdiction; with 
an amendment <Rept. 99-883). Referred to 
the Committee of the Whole House on the 
State of the Union. 

Mr. DERRICK: Committee on Rules. H. 
Res. 560. A resolution providing for the con
sideration of H.J. Res 738, a joint resolution 
making continuing appropriations for the 
fiscal year 1987, and for other purposes. 
<Rept. 99-884). Referred to the House Cal
endar. 

PUBLIC BILLS AND 
RESOLUTIONS 

Under clause 5 of rule X and clause 
4 of rule XXII, public bills and resolu
tions were introduced and severally re
ferred as follows: 

By Mr. MICA <for himself and Ms. 
SNOWE): 

H.R. 5584. A bill to prohibit further con
struction on the U.S. Embassy in Moscow; 
to the Committee on Foreign Affairs. 

By Mr. LEWIS of Florida: 
H.R. 5585. A bill to require the Adminis

trator of Veterans' Affairs to establish a 
pilot program to contract for veterans' 
health care in the areas which will be served 
upon the completion of the West Palm 
Beach Veterans' Administration Medical 
Center; to the Committee on Veterans' Af
fairs. 

By Mrs. SCHROEDER: 
H.R. 5586. A bill to amend title 11 of the 

United States Code to except from dis
charge under chapter 13 claims for certain 
willful and malicious injuries and for debts 
arising from the debtor's operation of a 
motor vehicle while intoxicated; to the 
Committee on the Judiciary. 

By Mr. FLORIO <for himself, Mr. 
DASCHLE, Mr. EDGAR, Mr. GUARINI, 
Mr. HowARD, Mr. SIKORSKI, Mr. 
WALGREN, Mr. WAXMAN, and Mr. 
WYDEN): 

H.R. 5587. A bill to amend title XI of the 
Social Security Act to require hospitals par
ticipating in the Medicare and Medicaid 

Programs to establish protocols for organ 
procurement, to establish standards for 
organ procurement agencies, and for other 
purposes; jointly, to the Committees on 
Ways and Means, and Energy and Com
merce. 

By Mr. GEPHARDT <for himself, Mr. 
DASCHU:, Mr. CHAPMAN, Mr. HUB
BARD, Mr. PENNY, Mr. MOODY, Mr. 
WATKINS, Mr. BRYANT, Mr. KASTEN· 
MEIER, Mr. SIKORSKI, Mr. EvANS of 
Illinois, Mr. DELLUMS, Mr. OBEY, Mr. 
WILLIA14S, Mr. ANTHoNY, Mr. ALEx
ANDER, Mr. SABO, Mr. ENGLISH, Ms. 
KAPTuR, Mr. CoNYERS, Mr. TOWNS, 
Mr. BEDELL, Mr. OBERSTAR, Mr. 
WEAVER, Mr. LELAND, and Mr. VOLK
MER): 

H.R. 5588. A bill to provide price and 
income protection to family farmers 
through the management of the supply of 
the 1987 through 1999 crops of certain agri
cultural commodities, and for other pur
poses; to the Committee on Agriculture. 

By Mr. HOYER: 
H.R. 5589. A bill to amend title 5, United 

States Code, to provide that the Govern
ment's health insurance program for Feder
al employees include benefits relating to 
cleft lip and cleft palate; to the Committee 
on Post Office and Civil Service. 

By Mr. HUGHES: 
H.R. 5590. A bill to amend title 28, United 

States Code, to encourage alternative dis
pute resolution; to the Committee on the 
Judiciary. 

By Mr. MURTHA <for himself, Mr. 
REGULA, Mr. GAYDOS, Mr. APPLEGATE, 
Mr. RITTER, Mrs. BENTLEY, Mr. 
ScHULZE, Mr. KINDNESS, Mr. OBER
STAR, Mr. SHELBY, Mr. MURPHY, Mr. 
RIDGE, Mr. KOLTER, Mr. VISCLOSKY, 
Mr. WALGREN, Mr. BEVILL, Mr. LIPIN
SKI, Mr. CLINGER, Mr. YATRON, Mr. 
RAHALL, Mrs. COLLINS, Mr. STRANG, 
Mr. ERDREICH, and Mr. DINGELL): 

H.R. 5591. · A bill to amend the Steel 
Import Stabilization Act; to the Committee 
on Ways and Means. 

By Mr. SHAW: 
H.R. 5592. A bill to amend the Rehabilita

tion Act of 1973 to provide that a drug 
abuser shall not be considered a handi
capped individual for purposes of that act, 
and for other purposes; to the Committee 
on Education and Labor. 

By Mr. WHITTEN: 
H.J. Res. 738. Joint resolution making 

continuing appropriations for the fiscal year 
1987, and for other purposes; to the Com
mittee on Appropriations. 

By Mr. LIVINGSTON: 
H.J. Res. 739. Joint resolution to proclaim 

December 7, 1986, as "My Nationality Amer
ican Day"; to the Committee on Post Office 
and Civil Service. 

By Ms. SNOWE <for herself, Mr. GuN
DERSON, Mr. LAGOMARSINO, Mr. FREN
ZEL, Mr. FuSTER, Mr. WOLF, Mr. 
SToKEs, Mr. CRAPPIE, Mr. EvANs of 
Iowa, Mr. FAZIO, Mr. CROCKETT, Mr. 
SMITH of Florida, Mr. BONER of Ten
nessee, Mr. LIPINSKI, Mr. KASICH, 
Mr. WORTLEY, Mr. HORTON, Mrs. 
BURTON of California, Mr. FuQuA, 
Mr. CONYERS, Mr. DE LUGO, Mr. 
CoNTE, Mr. FEIGHAN, Mr. MATSUI, 
Mr. LUNGREN, Mr. RANGEL, Mr. JEN
KINS, Mrs. BENTLEY, Mr. DYMALLY, 
Mr. MoRRisoN of Connecticut, Mr. 
TAUKE, Mr. OWENS, Mr. WALGREN, 
Mr. WYDEN, Mr. Bosco, Mr. AKAKA, 
Mr. ROE, Mrs. BOXER. Mr. KOLTER, 
Mr. DE LA GARZA, Mr. BLAZ, Mr. 
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FROST, Mr. FOGLIETrA, Mr. HUGHES, 
Mr. LANTos, Mr. LEm4AN of Florida, 
Mr. LEAcH of Iowa, and Mr. MARTI
NEz): 

H.J. Res. 740. Joint resolution to designate 
February 4, 1987, as "National Women in 
Sports Day"; to the Committee on Post 
Office and Civil Service. • 

By Mr. FORD of Michigan: 
H. Con. Res. 394. Concurrent resolution to 

correct technical errors in the enrollment of 
the bill, S. 1965; considered and passed. 

By Mr. DORGAN of North Dakota: 
H. Res. 561. Resolution expressing the 

sense of the House of Representatives that 
the U.S. Government should negotiate a 
multilateral wheat production agreement 
with the other wheat exporting countries; 
jointly, to the Committees on Foreign Af
fairs, and Ways and Means. 

PRIVATE BILLS AND 
RESOLUTIONS 

Under clause 1 of rule XXII, private 
bills and resolutions were introduced 
and severally referred as follows: 

By Mr. FAUNTROY: 
H.R. 5593. A bill for the relief of Joseph 

A. Bosco and Carol B. Bosco; to the Com
mittee on the Judiciary. 

By Mr. KEMP: 
H.R. 5594. A bill to direct the Administra

tor of Veterans' Affairs to release a reverter 
interest of the United States in certain real 
property in Canandaigua, NY, previously 
conveyed by the United States to Sonnen
berg Gardens, a nonprofit education institu
tion of the State of New York; to the Com
mittee on Veterans' Affairs. 

ADDITIONAL SPONSORS 
Under clause 4 of rule XXII, spon

sors were added to public bills and res
olutions as follows: 

H.R. 1086: Mr. BURTON of Indiana. 
H.R. 1436: Mr. WIRTH. 
H.R. 1575: Mr. SIKORSKI. 
H.R. 2320: Ms. MIKULSKI. 
H.R. 2761: Mr. FAUNTROY, Mr. FEIGHAN, 

Mr. GARCIA, Mr. KAsTENMEIER, and Mr. LI
PINSKI. 

H.R. 3436: Mr. WORTLEY. 
H.R. 3663: Mr. NELSON of Florida, Mr. 

VENTO, and Mr. TOWNS. 
H.R. 3800: Mr. MAcKAY and Mr. GEJDEN

SON. 
H.R. 3865: Mr. DUNCAN and Mrs. ROUKE

MA. 
H.R. 4057: Mr. LoEFFLER, Mr. LEWIS of 

Florida, and Mr. MARLENEE. 
H.R. 4183: Mrs. MEYERS of Kansas and 

Mr. HOPKINS. 
H.R. 4499: Mr. MARTINEZ. 
H.R. 4500: Mr. MARTINEZ. 
H.R. 4534: Mr. EvANs of Iowa, Mr. SKEL

TON, Mr. EMERSON, Mrs. MARTIN of illinois, 
and Mr. GUNDERSON. 

H.R. 4633: Mr. SHELBY and Mr. DAVIS. 
H.R. 4715: Mr. ScHUETrE, Mr. JONES of 

Oklahoma, Mr. EMERSON, and Mr. DURBIN. 
H.R. 4717: Mr. LIGHTFOOT. 
H.R. 4766: Mr. BARTLETr. 
H.R. 5053: Mr. SCHUETTE. 
H.R. 5180: Mr. KEMP. 
H.R. 5181: Mr. KEMP. 
H.R. 5274: Mr. BILIRAKIS and Mr. 

FEIGHAN. 
H.R. 5284: Mr. DowNEY of New York. 
H.R. 5350: Mr. PETRI, Mr. RoBINSON, Mr. 

FuQUA, Mr. DANIEL, Mr. ROSE, Mr. LEATH of 
Texas, Mr. FAUNTROY, Mr. EDWARDS of Cali-

fomia, Mr. WATKINS, Mr. MARTIN of New 
York, Mr. KRAMER, Mr. DORGAN of North 
Dakota, Mr. DYMALLY, Mr. WHITLEY and 
Mr. BARTON of Texas. 

H.R. 5376: Mr. DAVIS and Mr. NIELSON of 
Utah. 

H.R. 5425: Mr. KOLTER and Mr. FISH. 
H.R. 5456: Mr. WRIGHT. 
H.R. 5488: Mr. ROGERS. 
H.R. 5499: Mr. TRAXLER, Mr. FRANKLIN, 

and Mr. DERRICK. 
H.R. 5538: Mr. MoRRISON of Connecticut 

and Mr. TOWNS. 
H.J. Res. 524: Mr. GEKAs, Mr. HOPKINS, 

Mr. MORRISON Of Connecticut, Mr. JENKINS, 
Mr. FAZIO, Mr. HEFNER, Mr. SMITH of Flori
da, Mr. MANTON, Mr. DORNAN of California, 
Mr. KoLTER, Mr. JEFFORDs, Mr. EARLY, Mr. 
FuQuA, and Mr. REGULA. 

H.J. Res. 535: Mr. HERTEL of Michigan, 
Mr. GUARINI, and Mr. FAZIO. 

H.J. Res. 550: Mr. LUNGREN, Mr. LEHMAN 
of Florida, Mr. MANTON, Mr. GREEN, Mr. 
LEWIS of California, Mr. BLILEY, Mr. 
LELAND, Mr. FEIGHAN, Mr. ORTIZ, Mr. GuAR
INI, Mr. LEviNE of California, Mr. LUKEN, 
Mr. BONIOR of Michigan, Mr. YOUNG of Mis
souri, Ms. MIKULSKI, Mr. DELLUMS, Mr. 
FISH, Mr. DANNEMEYER, Mr. DORNAN of Cali
fornia, and Mr. MRAZEK. 

H.J. Res. 602: Mrs. MARTIN of illinois, Mr. 
BATEMAN, and Mr. SIKORSKI. 

H.J. Res. 620: Mrs. MARTIN of Illinois, Mr. 
GRAY of Illinois, Mr. HOPKINS, Mr. KOLTER, 
Mr. KILDEE, Mr. JONES of North Carolina, 
Mr. AKAKA, Mr. BLAz, Mr. CoNYERS, Mr. 
DIXON, Mr. DONNELLY, Mr. LUNGREN, Mr. 
MARKEY, Mr. MAVROULES, Mr. MURPHY, Mr. 
SAVAGE, Mr. DENNY SMITH, Mr. SPRATT, Mr. 
TALLON, Mr. TORRICELLI, Mr. WAXMAN, Mr. 
YoUNG of Alaska, Mr. ANTHONY, Mr. Bosco, 
Mr. DASCHLE, Mr. CROCKETT, Mr. RoTH, Mr. 
SISISKY, Mr. BRYANT, Mr. ECKERT of New 
York, Mr. PEPPER, and Mr. KEMP. 

H.J. Res. 638: Mr. DYMALLY, Mr. McCoL
LUM, Mr. HYDE, Mr. KOSTMAYER, Mr. 
HowARD, Mr. LEVIN of Michigan, Mrs. 
MEYERS of Kansas, Mr. LUNGREN, Mr. OLIN, 
Mr. SoLARZ, Mr. LAGOMARSINO, Mr. BEDELL, 
Mr. VALENTINE, Mr. BRYANT, Mr. SAVAGE, Mr. 
WoRTLEY, Mr. RoE, Mr. HEFNER, Mr. DAUB, 
Mr. MRAZEK, Mr. DELLUMS, Mr. NIELSON of 
Utah, and Mr. FrsH. 

H.J. Res. 655: Mr. BARNARD, Mr. BLILEY, 
Mr. BoNIOR of Michigan, Mr. CouRTER, Mr. 
EDGAR, Mr. FLORIO, Mr. FORD of Tennessee, 
Mr. MANTON, Mr. MONSON, Mrs. ROUKEMA, 
Mr. THOMAS of Georgia, Mr. WIRTH, and Mr. 
LIVINGSTON. 

H.J. Res. 656: Mrs. VucANOVICH, Mr. MAR
LENEE, and Mr. CHAPPELL. 

H.J. Res. 671: Mr. FRosT, Mr. HoRTON, Mr. 
GRAY of Pennsylvania, Mr. LEHMAN of Cali
fornia, Mr. LIPINSKI, Mr. BEVILL, Mr. 
ATKINS, Mrs. BURTON of California, Mr. 
DARDEN, Mr. SABo, Mr. DoNNELLY, Mr. 
DORGAN of North Dakota, Mr. BUSTAMANTE, 
Mrs. LLOYD, Mr. RANGEL, Mr. WYDEN, Mr. 
VANDER JAGT, Mr. TALLON, Mr. FEIGHAN, Mr. 
KOLTER, and Mr. RITTER. 

H.J. Res. 693: Mr. YOUNG of Florida, Mr. 
RANGEL, Mr. MINETA, Ms. KAPTUR, Mr. 
HUGHES, Mr. SKELTON, Mr. MoAKLEY, Mr. 
RAHALL, Mr. STRANG, Mr. CoYNE, Mr. DowDY 
of Mississippi, Mr. DE LUGO, Mr. FROST, Mr. 
CROCKETT, Mr. PASHAYAN, Mrs. BYRON, Mr. 
BROWN of California, Mrs. BOXER, Mr. 
STOKES, Mr. LAFALCE, Ms. 0AKAR. Mr. JoNEs 
of North Carolina, Mr. HENRY, Mr. LEviN of 
Michigan, Mr. TOWNS, Mr. SoLARZ, Mr. 
WYLIE, Mrs. LoNG, Mr. TALLON, Mr. ScHU
MER, Mr. CONTE, Mr. KOSTMAYER, Mr. F'EI
GHAN, Mr. LoWERY of California, Mr. Russo, 
Mr. BIAGGI, Mr. WALGREN, Mr. TAUKE, and 
Mr. HAMILTON. 

H.J. Res. 704: Mr. HENDON, Mr. WIRTH, 
Mr. PANETrA, Mr. WHEAT, Mr. FRANK, Mr. 
KILDEE, Mr. DYMALLY, Ms. OAKAR, Mr. DAUB, 
Mr. VALENTINE, Mr. LEviN of Michigan, Mr. 
OWENS, Mr. STOKES, Mr. WYLIE, Mr. 
BERMAN, Mr. LAGOMARSINO, Mr. RoE, Mr. 
MoNsoN, Mr. BROWN of California, Mrs. 
BoXER, Mr. FrsH, Mr. BEVILL, Mr. FEIGHAN, 
and Mr. BOLAND. 

H.J. Res. 709: Mr. FoLEY, Mr. KOLTER, Mr. 
GRAY of Pennsylvania, Mr. ROE, Mrs. 
BOXER, Mr. HAMMERSCHMIDT, Mr. SMITH of 
Florida, Mr. FEIGHAN, Mr. CHAPPlE, Mr. Liv
INGSTON, Mr. LoWRY of Washington, Mr. 
FRANK, Mr. YOUNG of Alaska, Mr. YATRON, 
Mr. ROYBAL, Mr. YOUNG of Missouri, Mr. 
MRAZEK, Mr. LoWERY of California, Mr. RIN
ALDO, Mr. MARTIN of New York, Mr. MARTI
NEZ, Mr. SABo, Mr. WEiss, and Mr. ANDER
soN. 

H.J. Res. 733: Mr. MRAZEK, Mr. HERTEL of 
Michigan, Mr. LEHMAN of Florida, Mr. LUN
DINE, Mr. LEAcH of Iowa, Mr. McDADE, Mr. 
LIGHTFOOT, Mr. LUNGREN, and Mr. McMIL
LAN. 

H. Con. Res. 225: Mr. McGRATH, Mr. 
NELSON of Florida, Mr. FISH, Mr. COOPER, 
Mr. LEHMAN of California, and Mr. TOWNS. 

H. Con. Res. 388: Mr. MARTINEZ, Mr. 
WHITTAKER, Mr. BEVILL, Mr. BERMAN, and 
Mr. RITTER. 

H. Res. 469: Mr. ATKINS, Mr. GLicKMAN, 
Mr. HOYER, Mr. MACK, Ms. MIKULSKI, Mr. 
RICHARDSON, and Mr. TAUKE. 

H. Res. 522: Mr. WALGREN. 
H. Res. 540: Mr. LAGOMARSINO, Mr. MAR

LENEE, Mr. RITTER, Mr. NIELSON of Utah, 
and Mr. ERDREICH. 

AMENDMENTS 
Under clause 6 of rule XXIII, pro

posed amendments were submitted as 
follows: 

H.R. 3810 
By Mr. LUNGREN: 

-Strike out sections 302 through 305 and 
insert in lieu thereof the following (and con
form the table of contents accordingly): 
SEC. 302. SEASONAL AGRICULTURAL WORKER PRO

GRAM. 
(a) PROVIDING NEW "N" NONIMMIGRANT 

CLASSIFICATION FOR SEASONAL AGRICULTURAL 
WoRKERs.-Section 10Ha><l5) (8 U.S.C. 
110Ha><l5)), as amended by this Act, is fur
ther amended-

(1) by inserting "(other than seasonal ag
ricultural services in perishable commodities 
described in section 217(h)(1))" in subpara
graph <H><iD<a) after "agricultural labor or 
services"; 

(2) by striking out "or" at the end of sub
paragraph <L>; 

(3) by striking out the period at the end of 
subparagraph <M> and inserting in lieu 
thereof "; or"; and 

(4) by adding at the end the following new 
subparagraph: 

"(N) an alien having a residence in a for
eign country which he has no intention of 
abandoning who is coming to the United 
States to perform seasonal agricultural serv
ices in perishable commodities <as defined in 
section 217<h><l».". 

(b) ADMISSION OF SEASONAL AGRICULTURAL 
WoRKERs.-Chapter 2 of title II is amended 
by adding after section 216, as added by sec
tion 30l<c) of this title, the following new 
section: 
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"ADMISSION OF SEASONAL AGRICULTURAL 

WORKERS 
"SEC. 217. (a) ESTABLISHMENT OF SEASONAL 

AGRICULTURAL WORKER PROGRAM.-The At
torney General, in consultation with the 
Secretary of Agriculture and the Secretary 
of Labor, shall by regulation establish a pro
gram <hereafter in this section referred to 
as 'the program') for the admission into the 
United States .of seasonal agricultural work
ers <as defined in subsection <h><2». 

"(b) ADMISSION OF SEASONAL AGRICULTURAL 
WoRKERs.-A petition to import an alien as 
a seasonal agricultural worker <as defined in 
subsection <h><2» may not be approved by 
the Attorney General unless the petitioner 
certifies to the Attorney General the follow
ing: 

"(1) SEASONAL AGRICULTURAL EMPLOYER IN 
PERISHABLE COMMODITIES.-

"(A) NATURE OF PETITIONER.-The petition
er employs <or contracts for the employ
ment of> individuals in seasonal agricultural 
services in perishable commodities, or is an 
association representing such employers or 
contractors. 

"(B) REQUIREMENTS OF PETITIONS.-For 
each month concerned and for each agricul
tural employment region <designated under 
subsection (i)(l)) in which the petitioner is 
operating, the petition must specify-

"(i) the total number and qualifications of 
individuals in seasonal agricultural services 
in perishable commodities required in each 
month, and 

"(ii) the type of agricultural work re
quired to be performed by these workers. 

"(2) WILL MAKE RECRUITING EFFORT.-The 
petitioner will make a good faith effort to 
recruit <as required by the Attorney Gener
al in regulations> in the area of intended 
employment, including the listing of em
ployment opportunities with the appropri
ate office of a governmental employment 
service, and will accept for employment 
able, willing, and qualified workers referred 
by such office to perform seasonal agricul
tural services in perishable commodities 
until the commencement of the seasonal ag
ricultural services for which the petitioner 
has recruited. 

"(3) REPORT ON RECRUITMENT.-In the case 
of a petitioner that has employed seasonal 
agricultural workers during the previous 12 
months, the petitioner will provide a sum
mary of his efforts to recruit domestic work
ers to perform seasonal agricultural services 
in perishable commodities during that 
period. 

"(4) ADEQUATE WORKING CONDITIONS.-The 
petitioner will provide such wages and work
ing conditions as will not adversely affect 
the wages and working conditions of United 
States workers similarly employed. 

"(5) HousiNG.-The petitioner will furnish 
housing for seasonal agricultural workers 
or, at the petitioner's option and instead of 
arranging for suitable housing accommoda
tions, will substitute payment of a reasona
ble housing allowance to the provider of the 
housing, but only if the housing is otherwise 
available within the approximate area of 
employment. 

"(6) NOTICE TO ATTORNEY GENERAL OF EM
PLOYMENT.-The petitioner will notify the 
Attorney General of the entering into, or 
termination, of an employment relationship 
with a seasonal agricultural worker not 
later than 72 hours of the time the relation
ship is entered into or terminated. 

"(7) EMPLOYMENT ONLY IN SEASONAL AGRI
CULTURAL EMPLOYMENT IN PERISHABLE COM
MODITIES.-The petitioner will not employ a 
seasonal agricultural worker for services 

other than seasonal agricultural employ
ment in perishable commodities. 

"(8) LIMITATION ON THE USE OF "N" WORK
ERS IN PERISHABLE COMMODITIES.-The peti
tioner will not employ (or petition for the 
employment of> a seasonal agricultural 
worker in any job opportunity when an ap
plication for employment in that job oppor
tunity under section 10l<a><15><H><ii><a> is 
pending or approved. 

"(9) JOB INFORMATION DISCLOSURE TO "N" 
woRKERs.-The petitioner shall, upon re
quest, disclose in writing to seasonal agricul
tural workers when an offer of employment 
is made, the place of employment, the wage 
rates, the employee benefits to be provided, 
and any costs to be charged for each of 
them, the crops and kinds of activities for 
which the worker may be employed, and the 
anticipated period of employment. 

"(C) SUSPENSION OF CERTIFICATION.-The 
Attorney General shall suspend a petition
er's certification under subsection (b) if any 
of the following conditions exist: 

"<1) LABoR DISPUTE.-There is a strike or 
lockout in the course of a labor dispute 
which, under the regulations, precludes 
such certification. 

"(2) VIOLATION OF TERM OF PREVIOUS CERTI
FICATION.-

"(A) IN GENERAL.-The employer at any 
time during the previous two-year period 
employed seasonal agricultural workers and 
the Attorney General has determined, after 
notice and opportunity for a hearing, that 
the employer at any time during that 
period-

"(i) substantially violated an essential 
term or condition of the labor certification 
under subsection <b) with respect to the em
ployment of domestic or nonimmigrant 
workers, or 

"<iD has not paid any penalty for such vio
lations which have been assessed by the At
torney General. 

"(B) DISQUALIFICATION LIMITED TO ONE 
YEAR.-No employer may have its certifica
tion suspended under clause <A> for more 
than one year for any violation described in 
that clause. 

"(3) NOT PROVIDING FOR WORKERS' COMPEN
SATION.-The employer has not provided the 
Attorney General with satisfactory assur
ances that if the employment for which the 
certification is sought is not covered by 
State workers' compensation law, the em
ployer will provide, at no cost to the worker, 
insurance covering injury and disease aris
ing out of and in the course of the worker's 
employment which will provide benefits at 
least equal to those provided under the 
State workers' compensation law for compa
rable employment. 

"(d) ROLES OF AGRICULTURAL AsSOCIA
TIONS.-

"(1) PERMITTING FILING BY AGRICULTURAL 
ASSOCIATIONS.-A petition to import an alien 
as a seasonal agricultural worker, and a 
labor certification with respect to such 
worker, may be filed by an association rep
resenting seasonal agricultural employers 
which use agricultural services. 

"(2) TREATMENT OF ASSOCIATIONS ACTING AS 
EMPLOYERs.-If such association is a joint or 
sole employer of seasonal agricultural work
ers, the certifications obtained under this 
section by the association may be used for 
the job opportunities of any of its members 
requiring such workers to perform agricul
tural services of a seasonal nature for which 
the certifications were obtained. 

"(3) TREATMENT OF VIOLATIONS.-
"(A) MEMBER'S VIOLATION DOES NOT NECES

SARILY DISQUALIFY ASSOCIATION OR OTHER 

MEMBERs.-If an individual member of such 
an association is determined to have com
mitted an act that under subsection <c><2> 
results in the suspension of certification 
with respect to the member, the suspension 
shall apply only to that member and does 
not apply to the association unless the At
torney General determines that the associa
tion or other member participated in, or had 
knowledge of and derived benefit from, the 
violation. 

"(B) ASSOCIATION'S VIOLATION DOES NOT 
NECESSARILY DISQUALIFY MEMBERS.-If an as
sociation representing agricultural employ
ers as an agent, joint employer, or employer 
is determined to have committed an act that 
under subsection <c><2> results in the sus
pension of certification wtth respect to the 
association, the suspension shall apply only 
to the association and does not apply to any 
individual member of the association unless 
the Attorney General determines that the 
member participated in, or had knowledge 
of and derived benefit from, the violation. 

"(e) EXPEDITED ADMINISTRATIVE APPEAL OF 
SUSPENSION OF CERTIFICATION UNDER SUB
SECTION (C)(2).-

"(1) EXPEDITED PROCEDURES.-The Attor
ney General shall provide for an expedited 
procedure for the review of a suspension of 
certification under subsection <c><2> or, at 
the applicant's request, for a de novo admin
istrative hearing respecting the suspension. 
In the case of a request for such a review or 
hearing, the Attorney General shall provide 
that the review or hearing take place not 
later than 72 hours after the time the re
quest is submitted. 

"(f) HEARING DE Novo BEFORE THE UNITED 
STATES DISTRICT COURT.-

"(1) JURISDICTION.-On complaint, the dis
trict court of the United States in the dis
trict in which the complainant resides, or 
has his principal place of business, or in the 
District of Columbia, has jurisdiction to 
enjoin the Attorney General from suspend
ing the complainant's certification under 
the program and to order the reinstatement 
of complainant's certification if it is improp
erly suspended. In such a case, the court 
shall determine the matter de novo and the 
burden is on the Attorney General to sus
tain his suspension. 

"(2) PRECEDENCE OF CASES.-Except as to 
cases the court considers of greater impor
tance, proceedings before the district court, 
as authorized by this and appeals there
from, take precedence on the docket over all 
cases and shall be assigned for hearing and 
trial or for argument at the earliest practi
cable date and expedited in every way. 

"(g) MISCELLANEOUS PROVISIONS.-
"(!) AuTHoRITY.-The Attorney General is 

authorized to take such actions, including 
imposing appropriate penalties and seeking 
appropriate injunctive relief and specific 
performance of contractual obligations, as 
may be necessary to assure employer com
pliance with terms and conditions of em
ployment under this section. 

"(2) APPROPRIATE DOCUMENTATION.-The 
Attorney General shall provide for such en
dorsement of entry and exit documents of 
seasonal agricultural workers as may be nec
essary to carry out this section and to pro
vide notice for purposes of section 274A. 

"(3) PREEMPTION.-The provisions of this 
section preempt any State or local law regu
lating admissibility of special agricultural 
workers. 

"(h) DEFINITIONS.-For purposes of this 
section: 

"(1) SEASONAL AGRICULTURAL SERVICES IN 
PERISHABLE COMMODITIES.-The term 'season-
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al agricultural services in perishable com
modities' means services in agricultural em
ployment including planting, cultural prac
tices, production, cultivation, growing, and 
harvesting involving perishable commodities 
<as defined by regulations of the Secretary 
of Agriculture). 

"(2) SEASONAL ARGICULTURAL WORKER.-The 
term 'seasonal agricultural worker' means a 
nonimmigrant described in section 
101<a)<15><N>. 

"(3) CARIBBEAN BASIN.-The terms 'Carib
bean Basin' and Caribbean Basin Countries' 
include those countries eligible to be desig
nated by the President as 'beneficiary coun
tries' under section 212<b> of the Caribbean 
Basin Economic Recovery Act <19 U.S.C. 
2702(b)). 

"(i) ESTABLISHMENT OF NUMERICAL LIMITA
TIONS BY AGRICULTURAL EMPLOYMENT 
REGION.-

"(!) ESTABLISHMENT OF AGRICULTURAL EM
PLOYMENT REGION.-For purposes of the ad
ministration of the program the Attorney 
General shall designate not more than 10 
agricultural employment regions within the 
United States. The entire United States 
shall be encompassed by the area of all such 
regions. 

"(2) NUMERICAL LIMITATIONS.-After COn
sidering the factors described in paragraph 
(3), if the Attorney General determines that 
seasonal agricultural workers are required 
for a month for an agricultural employment 
region, the Attorney General shall establish 
a numerical limitation on the number of 
nonimmigrant visas that may be issued for 
such workers for that month for that 
region, except until the end of the third 
year after the effective date of this Act, the 
Attorney General may not establish a nu
merical limitation on the number of such 
visas that may be issued at any given time 
in excess of 350,000. 

"(3) FACTORS IN DETERMINATION.-ln 
making the determination and establishing 
numerical limitations under paragraph (2), 
the Attorney General shall-

" (A) base the determinations and limita
tions on petitions filed under subsection 
(b)(l), 

"(B) take into consideration the historical 
employment needs of agricultural employ
ers and the availability of able, willing, and 
qualified domestic labor. 

" <C> take into consideration the recruit
ment efforts understaken by the Secretary 
of Labor under section 303<c><l> of the Im
migration Control and Legalization Amend
ments Act of 1986, and 

" <D> consult with the Secretary of Agri
culture. 

"(4) NUMERICAL LIMITATIONS AFTER THREE 
YEARS.-The Attorney General shall estab
lish at the end of the third year after the ef
fective date of this Act, a numerical limit on 
the total number of seasonal agricultural 
workers to be admitted into all employment 
regions in the United States under the pro
gram at any given time. In establishing a 
numerical limit under this paragraph, the 
Attorney General shall-

"(A) consider petitions filed under subsec
tion <b><l> during the preceding years of the 
program, 

"<B> take into consideration the historical 
employment needs of agricultural employ
ers and the availability of able, willing, and 
qualified domestic labor, 

" <C) take into consideration the recruit
ment efforts undertaken by the Secretary of 
Labor under section 303(c)(l) of the Immi
gration Control and Legalization Amend
ments Act of 1986, and 

"<D> consult with the Secretary of Agri
culture. 

"(5) CHANGES IN NUMERICAL LIMITATIONS IN 
EXTRAORDINARY CIRCUMSTANCES.-

" (A) INADEQUATE MONTHLY AND REGIONAL 
LIMITATIONS.-If-

"(i) a numerical limitation has been estab
lished under paragraph <2> or (4) for a 
region for a month, and· 

"(ii) a petitioner described in subsection 
(b)(l) establishes that extraordinary and 
unusual circumstances have resulted in a 
significant change in the petitioner's need 
for seasonal agricultural workers specified 
in the petition or in the availability of do
mestic workers who are able, willing, and 
qualified to perform seasonal agricultural 
employment, the petitioner may apply to 
the Attorney General (in such form and 
manner as the Attorney General shall pro
vide> for an increase in the numerical limi
tations otherwise established under para
graphs <2> and (4) to accommodate the cir
cumstances. 

"(B) DETERMINATION.-The Attorney Gen
eral shall make a determination on such an 
application within 72 hours of the date the 
application is completed. To the extent the 
application is approved, the Attorney Gen
eral shall provide for an appropriate in
crease in the appropriate monthly and re
gional numerical limitation. The Attorney 
General may expand the number of workers 
admitted into the region for which the ap
plication is approved by transferring season
al agricultural workers from another region 
with a lesser need or by admitting addition
al workers from foreign countries. In the 
event the limit on the admission of seasonal 
agricultural workers for all regions in the 
United States established under paragraph 
<4> has been reached at the time the appli
cation alleging extraordinary and unusual 
circumstances is filed, the Attorney General 
shall follow the procedures in subparagraph 
(C). 

"(C) INCREASE IN THE NUMERICAL LIMITA
TION ESTABLISHED BY THE ATTORNEY GENER
AL.-If-

" (i) a numerical limitation on the admis
sion of seasonal agricultural workers into all 
employment regions has been established by 
the Attorney General under paragraph (4) 
and 

" (ii) a petitioner described in subsection 
(b)(l) establishes under the provisions of 
subparagraph <A> and <B> that extraordi
nary and unusual circumstances require an 
increase in the numerical limitation, the At
torney General may provide for an increase 
in the appropriate numerical limitation in 
an amount not to exceed 20 percent of the 
total number authorized for admission into 
all regions. Any such increase authorized by 
the Attorney General shall terminate upon 
the end of circumstances requiring it and 
shall not result in a permanent expansion of 
the numerical limit established by the At
torney General under paragraph <4>. 

"(j) ENTRY OF SEASONAL AGRICULTURAL 
WORKERS.-

" (1) ANNUAL TIME LIMITATION.-An alien 
may not be admitted to the United States as 
a seasonal agricultural worker under section 
101(a)(l5)(N) for a period of more than nine 
months in any calendar year. An alien ad
mitted under section 10l<a)(l5)(N) during 
any calendar year will not be eligible for re
admission into the United States until he 
has returned to his country of origin for a 
period of 3 months. 

" (2) VIOLATORS DISQUALIFIED FOR 5 YEARS.
An alien may not be admitted to the United 
States as a seasonal agricultural worker if 

the alien was admitted to the United States 
as such a worker within the previous five
year period and the alien during that period 
violated a term or condition of such previ
ous admission. 

"(k) WAGES AND WORKING CONDITIONS.
The Attorney General, in consultation with 
the Secretaries of Agriculture and Labor, 
shall establish through regulation appropri
ate wages and working conditions as will not 
adversely affect the wages and working con
ditions of United States workers similarly 
employed in the area of intended employ
ment. 

"(1) ALLOCATION AND UsE OF VISAS UNDER 
THE PaOGRAM.-

"(1) IN GENERAL.-Nonimmigrant visas for 
seasonal agricultural workers, within the 
numerical limitations established under sub
section (1)(2), shall be made available as fol
lows: 

"(A) PREvious woRKERS.-Visas shall first 
be made available to qualified nonimmi
grants who have previously been admitted 
as seasonal agricultural workers and who 
have fully complied with the terms and con
ditions of any such previous admission, pro
viding priority in consideration among such 
aliens in the order of the length of time in 
which they were so employed. 

"(B) OTHERs.-Any remaining visas shall 
be made available to other qualified nonim
migrants. 

"(C) TREATMENT OF SPOUSES AND CHIL
DREN.-A spouse or child of a seasonal agri
cultural worker is not entitled to a nonim
migrant visa as such a worker by virture of 
such relationship, whether or not accompa
nying or following to join the nonimmi
grant, but may be provided a nonimmigrant 
visa as such a worker if the spouse or child 
also is qualified as such a worker. 

"(0) NO INDIVIDUAL EMPLOYER VISA PETI
TION REQUIRED.-An alien admitted pursuant 
to section 10l<a>05><N> shall not be re
quired to obtain any petition from any pro
spective employer within the United States 
in order to obtain a nonimmigrant visa 
under the program. 

"(E) No LIMITATION TO PARTICULAR EMPLOY
ER OR CROP.-A nonimmigrant visa issued 
under the program shall not limit the geo
graphical area <other than by agricultural 
employment region) within which a season
al agricultural worker may be employed or 
limit the type of seasonal agricultural em
ployment services, in perishable commod
ities, the worker may perform. 

"(F) DISQUALIFICATION FROM FEDERAL AS

SISTANCE.-A seasonal agricultural worker 
under the program is not eligible for any 
program of financial assistance under Fed
eral law <whether through grant, loan, guar
antee, or otherwise) on the basis of financial 
need, as such programs are identified by the 
Attorney General in consultation with 
other appropriate heads of the various de
partments and agencies of Government. 

"(G) ALLOCATION OF VISAS TO CARIBBEAN 
BASIN COUNTRIES.-The Attorney General, in 
consultation with the Secretaries of State 
and Agriculture, shall establish through 
regulations the allocation of visas to work
ers in specific countries under this section. 
A percentage of the visas issued shall be al
located to qualified workers in countries lo
cated in the Caribbean Basin. 

"(m) TRUST FuND FOR PROGRAM ADMINIS
TRATION.-

" (1) ESTABLISHMENT.-The Attorney Gen-
eral shall establish by regulation a trust 
fund the purpose of which to provide funds 
for the administration of the program and 
to provide a monetary incentive for seasonal 
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agricultural workers in the program to 
return to their country of origin upon expi
ration of their visas under the program. The 
Attorney General shall promulgate such 
other regulations as may be necessary to 
carry out this subsection. 

"(2) PAYMENTS INTO TRUST FUND.-ln the 
case of employment of a seasonal agricultur
al worker under the program-

"<A> EMPLOYER PAYMENT.-The employer 
shall provide for payment into the trust 
fund established under this subsection of an 
amount equivalent to 11 percent of the 
wages of the worker. 

"(B) WORKERS PAYMENT.-There shall be 
deducted from the wages of the nonimmi
grant and paid into such trust fund an 
amount eqivalent to 20 percent of the wages 
of the worker. 

"(C) WAGES DEFINED.-For purposes of this 
paragraph, the term 'wages' has the mean
ing given such term in section 3121(a) of the 
Internal Revenue Code of 1954, except that 
for these purposes paragraph < 1) of that 
section shall not apply. 

"(3) USE OF AMOUNTS IN TRUST FUND.-
"(A) EMPLOYER PAYMENTS AND INTEREST.

Except as provided in paragraph <B>, 
amounts paid into the trust fund, and inter
est thereon, shall be used for the purpose of 
administering the program. 

"(B) WORKERS PAYMENT.-Amounts de
scribed in paragraph <B> paid into the trust 
fund with respect to a worker and interest 
thereon shall be paid to the worker if-

"(i} the worker applies for payment within 
30 days of the last day of employment 
under the program <as verified by the Attor
ney General> at the United States consulate 
nearest the worker's residence in the coun
try of origin, and 

"(ii) the worker complies with the terms 
and conditions of the program, including 
the obligation to be continuously employed 
<or actively seeking employment> in season
al agricultural employment in perishable 
commodities. 

"(4) EXPANSION OF CONSULATES.-The Sec
retary of State is authorized to take such 
steps as may be necessary in order to 
expand and establish consulates in foreign 
countries in which aliens are likely to apply 
for nonimmigrant status under the pro
gram.". 

(C) AUTHORIZATIONS OF APPROPRIATIONS 
FOR SECRETARY OF LABOR.-There are author
ized to be appropriated to the Secretary of 
Labor for each fiscal year, beginning with 
fiscal year 1987, $10,000,000 for the pur
poses-

<1> of recruiting domestic workers for tem
porary services which might otherwise be 
performed by seasonal agricultural workers 
described in section 217 of the Immigration 
and Nationality Act, and 

(2) of monitoring terms and conditions 
under which such temporary and seasonal 
agricultural workers <and domestic workers 
employed by the same employers> are em
ployed in the United States. 

(d) AUTHORIZATION OF APPROPRIATIONS FOR 
SECRETARY OF AGRICULTURE.-There are au
thorized to be appropriated for each fiscal 
year, beginning with fiscal year 1987, such 
sums as may be necessary for the purposes 
of enabling the Secretary of Agriculture to 
carry out the Secretary's duties and respon
sibilities under section 217 of the Immigra
tion and Nationality Act. 

<e> PRoHIBITING ADJUSTMENT OF STATUS OF 
SEASONAL AGRICULTURAL WORKERS.-(1) Sec
tion 245<c> <8 U.S.C. 1255(c)} is amended by 
striking out "or" before "(3)" and by insert
ing before the period at the end the follow
ing: "; or <4> an alien <other than an imme
diate relative as defined in section 20l<b» 
who entered the United States classified as 
a nonimmigrant under section 
101<a)(15><N>.". 

<2> Section 248<1> <8 U.S.C. 1258<1)) is 
amended by striking out "or <K>" and in
serting in lieu thereof "<K>, or <N>.". 

(f) EFFECTIVE DATE.-(1) Except as provid
ed in paragraph <2>. the amendments made 
by subsections (a), (b), (c), and <e> of this 
section apply to petitions and applications 
filed under section 217 of the Immigration 
and Nationality Act on or after the first day 
of the twelfth month beginning after the 
date of the enactment of this Act <hereafter 
in this section referred to as the "effective 
date"). 

(2) No alien may be admitted as a nonim
migrant described in section 10l<a><l5><N> 
of the Immigration and Nationality Act for 
any month after the end of the 46-month 
period beginning on the effective date. 

(g) REGULATIONS.-the Attorney General, 
in consultation with the Secretary of Labor 
and the Secretary of Agriculture, shall ap
prove all regulations to be issued imple
menting sections 10l<a><15><N> and 217 of 
the Immigration and Nationality Act. Not
withstanding any other provision of law, 
final regulations to implement such sections 
shall first be issued, on an interim or other 
basis, not later than the effective date. 

(h) DEPORTATION OF SEASONAL AGRICULTUR
AL WORKERS FOR FAILURE To BE EMPLOYED 

OR SEEK EMPLOYMENT.-Section 241(a) (8 
U.S.C. 1251<a» is amended-

< 1> by striking out the period at the end of 
paragraph <19> and inserting in ·lieu thereof 
";or"; and 

<2> by adding at the end the following new 
paragraph: 

"(20) entered the United States as nonim
migrants under section 101(a)(15)(N) and 
failed to be continuously employed or ac
tively seeking employment in seasonal agri
cultural employment in perishable commod
ities <as defined in section 217<h><l» in ac
cordance with the usual and customary em
ployment patterns and practices.". 

(i} SENSE OF CONGRESS RESPECTING ADVISO
RY CoMMissroN.-It is the sense of Congress 
that the President should establish an advi
sory commission which shall consult with 
the Government of Mexico and the govern
ments of other appropriate countries and 
advise the Attorney General regarding the 
operation of the seasonal agricultural 
worker program · established under section 
217 of the Immigration and Nationality Act. 

(j) CONFORMING AMENDMENT TO TABLE OF 
CONTENTs.-The table of contents is amend
ed by inserting after the item relating to 
section 216, as inserted by section 30l<f) of 
this title, the following new item: 
"Sec. 217. Seasonal agricultural worker pro

gram.". 
In the heading to section 403, insert "AND 

SEASONAL AGRICULTURAL PROGRAM'.' after "PRO
GRAM". and conform the table of contents 
accordingly. 

In section 403<a>. insert "and the seasonal 
agricultural worker program <under section 
217 of the Immigration and Nationality 
Act)" after "(H-2A) program". 

In section 403(a)(l), strike out "the" and 
insert in lieu thereof "each such program". 

In section 403(a)(2), insert "respective" 
before "program". 

In sections 403(a)(3) and <4> (other than 
subparagraph <D». strike out "program" 
and insert in lieu thereof "programs". 

In section 403<a><4><C>, strike out "and" at 
the end. 

In section 403<a><4><D> insert "H-2A" 
before "program" and strike out the period 
and insert in lieu thereof ", and". 

At the end of section 403<a><4>. insert the 
following new subparagraph: 

<E> on the need to continue, improve, or 
eliminate the seasonal agricultural worker 
program. 

In section 403(b), insert "and on the sea
sonal agricultural worker program" after 
"program". 
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